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...and FMC has never been more focused.
We are an established company — a company
with a proud history. Now we have begun
a new era in which we are concentrating on
our core businesses. Agricultural Products,
Specialty Chemicals and Industrial Chemicals.
Our foundation is solid... Our vision clear...
Our future bright.




The key to success is Focis




Viessage to Shareholders

Welcome to the new FMC Corporation! On December 31, 2001, we completed
the split of FMC into two independent, publicly traded companies — FMC Technologies, Inc.
and FMC Corporation. The split enables each company to establish its own identity
and determine its own future, while unlocking the value inherent in the old FMC and
continuing the FMC tradition of providing quality products and outstanding service to
its customers. The new FMC is a focused chemical company participating in three
broad industry segments — agricultural, specialty and industrial chemicals.

The Year in Review. 2001 was a difficult year. A recession in the U.S. industrial
sector, a sluggish global economy, a strong dollar and volatile energy prices all
worked against us. Consequently, financial results were disappointing. Both sales and
earnings declined. Sales from continuing operations were $1,943.0 million compared
with $2,050.3 million in 2000. After-tax income from continuing operations was
$3.10 per share on a fully diluted basis and before special items compared with
$4.86 per share in the prior year.

{eontinued, next page)




Sales and earnings were down in each of the three segments compared with the prior year period.
Lower sales in Agricultural Products reflected lower sulfentrazone sales to DuPont; earnings were down on weakness
in Asian and South American markets. Lower sales and earnings in Specialty Chemicals reflected early-year customer
inventory corrections, a strong dollar and weakness in some industrial markets. In Industrial Chemicals, lower
sales and profits reflected economic weakness during the year, increased energy costs, consent decree spending
in Pocatello and startup costs at a new purified phosphoric acid plant.

Despite these disappointing results, we outperformed the U.S. chemical industry at large and are well
positioned for the future. The split has left us with a diversified portfolio of strong, cash-generating businesses
with leading market positions, and a new, but proven, management team committed to building value.

Looking Forward. Our financial focus will be on operating profit after tax, return on invested capital and
cash flow. We will exert rigorous financial discipline around capital expenditures and working capital. And, we will
align management compensation consistent with our focus.

In the short term, we will concentrate on improving the operating performance and strategic positioning
of several of our businesses. We are refocusing our Agricultural Products business with an emphasis on insecticides
in select crops and regions, expanding our genomics-based, insecticide research program and extending our market
access abroad through regional partnerships. We are restructuring our Industrial Chemicals Group to focus on
higher-value, niche markets, as well as improving our cost positions; and Astaris, our phosphorus joint venture with
Solutia Inc., is upgrading its raw material supply chain.

We expect to see earnings increase modestly in 2002, although earnings are likely to be weaker
in the first half and stronger in the second.

We are also undertaking a strategic review of our portfolio where every business will be evaluated on
the basis of its ability to grow earnings and generate returns that consistently exceed our cost of capital. This review
includes an evaluation of growth opportunities that build on our strongest businesses.

in Recognition. | appreciate the valuable contributions made by

the former FMC employees who joined FMC Technologies, Inc., as well as
those who did not continue with either company. | also want to acknowledge
and thank Paul Davies, Jr, Clayton Yeutter and Asbjgrn Larsen for their
contributions as FMC directors. Paul served on the board for 36 years.
All three retired in 2001.

Finally, | want to thank Bob Burt. Bob retired as chairman of the
board and chief executive officer in 2001, and will retire as a director at our
annual meeting in April. Bob became chairman and chief executive officer in
November 1991 and served FMC for a decade in that capacity. Bob reshaped
the company during his 10 years of leadership. Driven by keen business acumen,
high energy and a challenge to personally grow the company, he also had a
heart for nurturing the people who made this company thrive. We thank you,
Bob, for your leadership, your passion and compassion, your guidance and
counsel over the years.

Robert N. Burt

We are excited about our future and hope you share that same excitement. | look forward to working
for you, our shareholders, in the months and years ahead, pursuing our common objective — maximizing
shareholder value.

O s\ Sl

William G. Walter
Chairman of the Board,
President and Chief Executive Officer

March 1, 2002
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Company Profile

For more than a century, FMC
Corporation has provided innovative, quality
products and services to our customers
and, ultimately, to our customers’ customers.
Our longevity is built upon our ability to
operate in and respond to an ever-changing,
increasingly competitive marketplace.

The new FMC Corporation is a
diversified chemical company that draws
on this proud heritage while at the same
time focusing on future growth, profitability
and the realization of value for shareholders.
FMC is now composed of three chemical
businesses — Agricultural Products, Specialty
Chemicals and Industrial Chemicals — with
approximately 6,000 employees woridwide
and nearly $2 billion in global sales.
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2001 REVENUE BY SEGMENT
Total Revenue $1.9B

2001 OPERATING PROFIT BY SEGMENT
Total Operating Profit $232.9M

(1) Before cumulative effect of change in accounting principle.

Industrial Specialty
Chemicals Chemicals
Lo\ $6zsaM | Agricultural Agricultural
SG72I0N ) Products Products
Specialty & Industrial
Chemicals Chemicals
Financial Highlights
(in millions, except per share amounts)
2001 2000
Revenue (by customer location)
United States $ 8821 $ 9655
All other countries 1,060.9 1,084.8
Total revenue $ 1,943.0 $ 2,050.3
Income (after tax)
Income (loss) from continuing operations® $ (306.3) $ 1256
Income from continuing operations
(excluding special income and expense items)® $  99.6 $ 1535
Earnings (loss) per share from continuing operations:
Basic $ (9.85) $ 413
Diluted $ (985) $ 397
Income per share from continuing operations
(excluding special income and expense items)®
Basic $ 320 $ s5.05
Diluted $ 310 $ 486
Other data
Capital expenditures $ 1456 $ 1973
Research and development expenses $ 998 $ 978

(2) Special income and expense items consist of asset impairments and restructuring and other charges (2001 and 2000). Income from continuing
operations excluding special income and expense items, and earnings per share from continuing operations excluding special income and
expense items are not measures of financial performance under generally accepted accounting principles and should not be considered in
isolation from, or as a substitution for, income from continuing operations, net income, or earnings per share determined in accordance with
generally accepted accounting principles, nor as the sole measure of the company’s profitability.
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Agricultural Products

Focus: Novel pesticide technology through R&D
and global scale through innovative partnerships.

FMC’s Agricultural Products business includes a strong portfolio of crop
protection, structural pest control, and turf and ornamental products that meet
important market needs around the globe. Our product development efforts focus
on lower application rates, more environmentally compatible solutions and other
alternatives to insect-resistant chemistry. Our genomics-based discovery strategy
— focused on insecticides — promises additional, cost-effective innovations.

SALES EARNINGS
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5+ years | | novel compounds generated via genomics-based research




2001 SALES BY CATEGORY 2001 GLOBAL SALES BY REGION

Insecticides Latin
North America
America
Herbicides
Europe, Asia

Middle East & Africa

FMC Agricultural Preducts Group provides a wide range of products — both patented and off-patented
technologies — for worldwide markets. While FMC’s position is particularly strong in North America, we derive
more than 5o percent of our sales from outside the United States.

The Agricultural Products Group enjoys important competitive advantages. In contrast to most major crop
protection companies, insecticides dominate our business. Recently, FMC and Ishihara Sangyo Kaisha, Ltd (ISK)
concluded several agreements where both companies will work together to market and distribute existing and
new chemistries. For example, together with ISK, we have increased our equity position in the Belgian firm Belchim
to improve our distribution capabilities in Europe. Thus, FMC continues to enhance access to markets and expand
product breadth for more complete solutions.

We are also leveraging our existing product lines. We maintain a leading global position in pyrethroid
chemistry and have obtained label expansions for zeta-cypermethrin use on corn, rice, alfalfa, sugarcane and leafy
vegetable crops. Meanwhile, our carfentrazone herbicide has been approved for cotton defoliation in North America.
In addition, sulfentrazone and clomazone herbicides continue to provide new opportunities worldwide.

AGRICULTURAL PRODUCTS
Rl 11w [ 4 [ —— Herbicides —

Pyrethroids Carbamates Other

permethrin cypermethrin bifenthrin alpha- zeta-  carbofuran carbosulfan cadusafos sulfuramid carfentrazone ctomazane
cypermethrin  cypermethrin

Cotton X X X X X X
Corn x X X X X X

Rice X X X X X
Cereals X X X b 4

Fruits, Vegetables X X X X X x x b4 X
Prof. Pest Control, X x X X

Home & Garden

FMC is among the first agricultural products companies to pursue a predominantly genomics-based
approach in its discovery efforts to identify compounds with a specific biological function on agricultural pests.
For example, our collaboration with Belgian partner Devgen, to identify new molecular target sites sensitive to
chemical application, should result in more rapid and cost-effective discovery of novel insecticide chemistries with
unique modes of action.

In a difficult crop market environment, especially with low commadity pricing, the outlook for Agricultural
Products is good. Our global insecticide franchise will continue to benefit from new label expansions on zeta-
cypermethrin. The growth of our herbicide sales points to continued profitable growth and our attention to cost
improvements and label expansion will further enhance our competitive positions.

FMC’s Agricultural Products Group has built a strong business base with quality products, broad international
exposure and effective market access. We have direct distribution in the Americas and powerful partnerships in Asia
and Europe to expand access, reduce costs and extend product offerings. And we have developed and implemented
solid product stewardship programs with our Responsible Care initiative.

07




08

Sreclalty Chemicals

Focus: Maintaining strong leadership positions
in stable growth franchises.

FMC’s Specialty Chemicals business is centered on high-performance food
ingredients, pharmaceutical excipients and intermediates, and lithium specialty products
that enjoy solid customer bases and consistent, growing demand. Our future growth
will continue to be based on the valuable attributes of these products and our R&D
capability, as well as on the partnerships and close working relationships we have
developed with key global customers.

SALES™ EARNINGS
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2001 SALES BY DIVISION 2001 SALES BY MARKET

BioPolymer .
Pharmaceuticals

Energy Storage*

Lithium :
Specialty

Polymers
Other

*Excludes unconsolidated sales from JV.

FMC BioPolymer is a premier supplier of microcrystalline cellulose, carrageenan and alginates —
ingredients that have high, value-added applications in the production of food, pharmaceutical and other
specialty consumer and industrial products. Microcrystalline cellulose, processed from specialty grades of pulp,
provides important binding and controlled release properties for pills and tablets and has unique functionality
that improves the texture and stability of many food products. Carrageenan and alginates, both processed from
seaweed, are used in a wide variety of food, pharmaceutical and specialty areas.

BioPolymer is organized around three major markets — food, pharmaceutical and specialty ingredients
— and is a key supplier to many global leaders in these markets. Qur customers have come to rely on us for the
majority of their supply requirements due to our innovative solutions and operational excellence.

PRODUCTS & MARKETS Food Pharmaceutical Specialties
b convenience meat tablet binding anti- liquid blo- personal pet household
everage foods & poultry & coating reflux suspension medical care food & other
Cellulose X X
Carrageenan X X
Alginates X X X X
Other X X

The outlook for BioPolymer is good. We expect continued growth driven by stable consumption patterns
and new product introductions. In food, our focus on health and convenience is driving new solutions for beverages
and other consumer foods. As a leading excipient supplier to the major pharmaceutical companies, we expect to see
continued growth in this important market. Our recent acquisition of Pronova Biomedical advances our efforts in
developing novel wound care products. In Specialties, the development of innovative oral and skin care applications
is driving new opportunities.

FMC Lithium is a vertically integrated, technology-based business, firmly rooted in inorganic and organic
lithium chemistries, and related technologies that enhance the quality of life. Because we serve a variety of markets,
we have focused our efforts on growing these key niches for 2002 and beyond: fine chemicals for pharmaceutical
synthesis, specialty polymers and energy storage. Qur organolithium products are increasingly popular with our
fine chemical and pharmaceutical customers due to high chemical selectivities, efficient production throughputs
and high yields — all contributing to lower the costs of pharmaceutical production. Organolithiums are aiso highly
valued in the specialty polymer markets as polymer initiators in the production of synthetic rubbers and elastomers.
Based on proprietary technology, we are developing new, highly specialized polymers for industrial coatings,
automotive coatings and rocket fuels.

PRODUCTS & MARKETS  Fine Chemicals Polymers Energy Storage Other
pharmaceuticals, elastomers, rocket fuels, non-rechargeable batteries, glass & ceramics, construction,

agricultural synthetic rubbers, lithium-ion batteries greases & lubricants, alr treatment,
products industrial coatings (rechargeabte) pool water treatment

Primary Inorganics X X X

Specialty Inorganics X X

Lithium Metal/

. . X
Cathodic Materials X x
Organometallics x

Intermediates

The electrochemical properties of lithium make it an ideal material for portable energy storage in high
performance applications, including heart pacemakers, cell phones, camcorders, personal computers and the
next-generation technologies that combine cellular and wireless capabilities into a single device. Lithium is also
used as the enabling element in the development of advanced batteries for use in hybrid electric vehicles.
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FMC’s extensive Industrial Chemicals" business is ‘built on the strong,
cost-driven -positions of our high-volume soda ash phosphate and hydrogen peroxide
operations. We serve the major customers in our market segments and lead the way in
low-cost technology and specialty niches, such as active oxndants This, forms a powerful
combmatson that makes us a market leader with confidence'in the' future ' /
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2001 SALES BY DIVISION 2001 SALES BY REGION

f o) North
Alkati Ca% America
2% \ Foret
Peroxygens* 7% Europe,
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hydrogen peroxides
and active oxidants.

Astaris** Ameri
**Sales not consolidated. s South erica

FMC Industrial Chemicals serves a diverse group of markets, from economically sensitive industrial sectors
to technology-intensive specialty markets. The business processes and sells refined inorganic products that are
demanded globally for their critical reactivity or unique functionality. In addition, we produce, purify and market
higher value downstream derivatives into specialized and customer-specific applications. These applications, in
higher-value niches, include dialysis, rocket propulsion, animal nutrition, biocides, semi-conductors and baking.

Our performance is largely driven by such factors as timing of investment capacity, as well as end-user
demand patterns. Each of our industrial chemicals businesses has the size, breadth and competitive advantage
to deliver significant free cash-flow streams and returns above our cost of capital. Regional and global demand
growth for FMC products tends to be relatively predictable and stable, and market shares have tended to balance
with invested capacity shares. Current effective capacity utilization in these businesses is above go percent.

Alkali is the world’s largest producer of natural soda ash and the market leader in North America.
We are a mining and production leader, having developed and implemented multiple proprietary, low-cost
mining technologies. Our production facilities give us an advantage in terms of scale, flexibility and reliability.
Our two mining sites in Wyoming can produce approximately 5 million tons of product annually, though we have
recently mothballed 1.3 million tons of capacity to improve costs and respond to over-supply market conditions.
The future looks strong, with improved selling prices, steady demand both domestically and abroad and
very low capital needs. Alkali will continue to be a major contributor of free cash flow to the corporation in
the future.

Hydrogen Peroxide is another strong volume/value business for FMC that has enjoyed historic growth
rates significantly above GDP driven by the demand for more enviranmentally friendly substitutes for chlorine
within the pulp and paper industry. We are a worldwide producer with production facilities in the United States,
Canada, Mexico, Spain, the Netherlands and Thailand. These plant locations, along with our state-of-the-art
process technology, are key to our low-cost supply network and leading North American market position. FMC
is poised to reap the benefit of strong cash returns from cost improvements and lower capital expenditures
resulting from the recent mothballing of 105 million pounds.

Active Oxidants is the world’s leading supplier of persulfate products and a major producer of
peracetic acid and other specialty oxidants, and enjoys a cost-competitive postion through process technology and
its geographic location. We compete as a value player in markets where there are few competitive matches and
our technical expertise is second to none. During 2001, we saw our business impacted as key electronics and
polymer markets suffered through a declining economic environment. However, improving economic fundamentals
and new product applications make us optimistic for the future.

FMC Foret, headquarted in Barcelona, Spain, is a leader in providing basic chemistry to the detergent,
paper, textile, tanning and chemical industries. Foret is a large and diverse operation with seven manufacturing
locations. It includes many of our North American Industrial Chemicals businesses and has strong positions in
phosphates and hydrogen peroxides as well as perborates, sulfur derivatives, silicates and zeolites. Foret boasts
a strong brand presence in Southern Europe, Africa and the Middle East that should serve it well in 2002.

Astaris LLC, the leading phosphorus supplier in the Western Hemisphere, is a joint venture between
FMC and Solutia Inc. In 2001, Astaris focused on fundamental restructuring based upon new lower-cost sources
of phosphorus for value-added, end-market products, and Astaris will continue to do so in 2002. The move
from elemental phosphorus to purified phosphoric acid (or PPA) will eliminate the high environmental and
energy costs that existed at the Pocatello elemental phosphorus facility for the past several years and unfavorably
impacted FMC’s earnings. Additionally, Astaris management took active steps to improve its bottom line with
recent price increases.
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FMC corporate leadership team (shown above, from left to right) includes:

Andrea E. Utecht, vice president, general counsel and secretary; Robert I. Harries, senior vice president and general manager, Industrial Chemicals Group and
Shared Services; William G. Walter, chairman of the board, president and chief executive officer; W. Kim Foster, senior vice president and chief financial officer;
Kenneth R. Garrett, vice president, human resources, communications and public affairs; and Gerald R. Prout, vice president, government affairs.

BOARD OF DIRECTORS

B.A. Bridgewater, Jr."?%
Retired Chairman of the Board, President
and Chief Executive Officer, Brown Group, Inc.

Dr. Patricia A, Buffler®“
Dean Emerita, Professor of Epidemiology,
School of Public Health, University of California, Berkeley

Robert N. Burt?
Director and Retired Chairman of the Board
and Chief Executive Officer

Albert J. Costello®®
Retired Chairman, President and Chief Executive Officer
W.R. Grace & Co.

Edward |. Mooney™®
Retired Délégué Général — North America,
Suez Lyonnaise des Eaux

William F. Reilly”@®
Founder, PRIMEDIA Inc.,
Founding Partner, Aurelian Communications

Envique ). Sosa®®
Former President, BP Amoco Chemicals

James R. Thompson“®

Former Gavernor of Illinois;

Chairman, Chairman of the Executive Committee
and Partner, Law Firm of Winston & Strawn

William G. Walter®®
Chairman of the Board,
President and Chief Executive Officer

(1) Executive Committee

(2) Compensation and Organization Committee
(3) Audit Committee

(4) Pubtic Policy Committee

(5) Nominating and Board Procedures Committee

OFFICERS

William G. Walter*
Chairman of the Board,
President and Chief Executive Officer

Robert [. Harries*
Senior Vice President, General Manager
Industrial Chemicals Group and Shared Services

W. Kim Foster*
Senior Vice President
and Chief Financial Officer

Andrea E. Utecht*
Vice President, General Counsel and Secretary

Milton Steele*
Vice President, General Manager
Agricultural Products Group

Kenneth R. Garreft
Vice President, Human Resources,
Communications and Public Affairs

Gerald R. Prout
Vice President
Government Affairs

Graham R. Wood*
Vice President and Controller

Thomas C. Beas, Jr.*
Vice President and Treasurer

Edward T. Flynn
Chief Information Officer

Thecdore H. Laws, Jr.
Assistant Treasurer and Director of Tax

*Executive Officer




Forward-Locking Information

Statement under the Safe Harbor Provisions of the Private
Securities Litigation Reform Act of 1995: FMC Corporation
(“FMC” or the “company”) and its representatives may from
time to time make written or oral statements that are “forward-
looking” and provide other than historical information,
including statements contained in Management’s Discussion
and Analysis of Financial Condition and Results of Operations
within, in the company’s Annual Report, in the company’s
other filings with the Securities and Exchange Commission,
or in reports to its stockholders. These statements involve
known and unknown risks, uncertainties and other factors
that may cause actual results to be materially different from any
results, levels of activity, performance or achievements
expressed or implied by any forward-looking statement. These
factors include, among other things, the risk factors listed below.

In some cases, FMC has identified forward-tooking statements
by such words or phrases as “will likely result,” “is confident
that,” “expect,” “expects,” “should,” “could,” “may,” “will continue
to,” “believe,” “believes,” “anticipates,” “predicts,” “forecasts,”
“estimates,” “projects,” “potential,” “intends” or similar
expressions identifying “forward-looking statements” within
the meaning of the Private Securities Litigation Reform Act
of 1995, including the negative of those words and phrases.
Such forward-looking statements are based on manage-
ment’s current views and assumptions regarding future
events, future business conditions and the outlook for the
company based on currently available information. These
forward-looking statements are subject to certain risks and
uncertainties that could cause actual results to differ materially
from those expressed in, or implied by, these statements.
The company wishes to caution readers not to place undue
reliance on any such forward-looking statements, which speak
only as of the date made.

In connection with the Safe Harbor Provisions of the
Private Securities Litigation Reform Act of 1995, the company
is hereby identifying important factors that could affect
the company’s financial performance and could cause the
company’s actual results for future periods to differ materially
from any opinions or statements expressed with respect to
future periods in any current statements.

Among the factors that could have an impact on our ability
to achieve operating results and meet our other goals are:

Industry Risks:

Pricing and volumes in our markets are sensitive to a number
of industry specific and global issues and events including:

o (apacity Utilization — Our Industrial Chemicals businesses
are sensitive to industry capacity utilization. As a result,
pricing tends to fluctuate when capacity utilization changes
occur within our industry.

o Competition — All of our segments face competition,
which could affect our ability to raise prices or successfully
enter certain markets.

o Climatic Conditions - Our Agricultural Products markets
are affected by climatic conditions, which could adversely
affect crop pricing and pest infestations. The nature of
these events makes them difficult to predict.

o Changing Regulatory Environment — Changes in the regulatory
environment, particularly in the United States, could
adversely impact our ability to continue selling certain
products in our domestic and foreign markets.

e Changes in Our Customer Base — Our customer base has
the potential to change, especially when long-term supply

contracts are renegotiated. Our Industrial Chemical and
Specialty Chemical businesses are most sensitive to this risk.

o Energy Costs — Energy costs represent a significant portion
of our manufacturing costs and dramatic increases in such
costs could have an adverse affect on our results of operations.

o Unforeseen Economic and Political Change — Our business
could be adversely affected by unforeseen economic and
political changes in the international markets where we
compete including: war, civil unrest, inflation rates,
recessions, trade restrictions, foreign ownership restrictions
and economic embargoes imposed by the United States or
any of the foreign countries in which FMC does business;
change in gavernmental laws and regulations and the level
of enforcement of these laws and regulations; other
governmental actions; and other external factors over
which we have no control.

o Litigation and Environmental Risks - Current reserves
relating to FMC's ongoing litigation and environmental
liabilities may prove inadequate.

o Production Hazards — Our facilities are subject to operating
hazards, which may disrupt our business.

Technology Risks:

o Failure to make continued improvements in our product
technology and new product introductions could impede
our competitive position, particularly in Agricultural Products
and Specialty Chemicals.

o Failure to continue to make process improvements to reduce
costs could impede our competitive position.

Financial Risks:

o We have a significant amount of indebtedness, which
could adversely affect our financial condition and limit our
ability to grow and compete successfully in our markets.
We also rely on a revolving credit facility that requires
renegotiation as circumstances warrant. This also subjects
us to the impact of changing interest rates.

o We have certain commitments and guarantees which
could adversely affect our liguidity and financial condition.

o We are an international company and therefore face
foreign exchange rate risks. We are particularly sensitive to
the euro and the Brazilian real. To a lesser extent, we are
sensitive to Asian currencies, particularly the Japanese yen.

o We have a number of agreements with our former
subsidiary, FMC Technologies, Inc., dealing with matters
such as tax sharing and insurance. Under certain
circumstances, we may incur liabilities under these agreements
and become entitled to be indemnified by FMC Technologies,
Inc. Our ability to be indemnified will depend on the ability
of FMC Technologies, Inc. to pay us.

The company wishes to caution that the preceding list of
important factors may not be all inclusive and specifically
declines to undertake any obligation to publicly revise any
forward-looking statements that have been made to reflect
events or circumstances after the date of such statements or to
reflect the occurrence of anticipated or unanticipated events.

With respect to forward-looking statements set forth in
the notes to our consolidated financial statements, including
those relating to environmental obligations, contingent
liabilities and legal proceedings, some of the factors that
could affect the ultimate disposition of those contingencies
are changes in applicable laws, the development of facts in
individual cases, settlement opportunities and the actions
of plaintiffs, judges and juries.
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Managemenl’s Discussion and Analysis
of Financial Condition and Results of Operations

THE REORGANIZATION OF OUR COMPANY

We implemented our plan to split FMC into separate
chemical and machinery companies in 2001 through a two-
step process. The first step included an initial public offering
(“1PO™) of 17 percent of our machinery businesses, named
FMC Technologies, Inc. (“Technologies”), which took place in
the second quarter of 2001. Technologies consists of our former
Energy Systems and Food and Transportation Systems business
segments. Subsequent to the IPO, Technologies made pay-
ments of $480.1 million to our company in exchange for the
net assets distributed to Technologies on june 1, 2001, which
we used to retire short-term and long-term debt. The second
step, the distribution of our remaining 83 percent ownership
in Technologies (the “spin-off”) occurred on December 31,
2001. Total net assets distributed on December 31, 2001 were
$509.5 million.

We believe that the spin-off of Technologies will allow
our company to focus its efforts in the chemical industry
through improved customer orientation, increased innovation
and overall growth. In an effort to align our business with our
future growth plans, we took various strategic measures,
including the restructuring of businesses, reduction of staff,
plant shutdowns and the writedown of certain underperforming
assets. We believe these steps will increase our company’s
financial flexibility as market conditions change.

RISK AND QUR SIGNIFICANT ACCOUNTING POLICIES

As would be expected, these changes in our company
have altered our overall risk environment as described below
and elsewhere in this report.

In addition to risk factors, we have also identified and
reviewed our significant accounting policies, all of which are
described in Note 1 to our consolidated financial statements,
while noting that the preparation of financial statements in
conformity with accounting principles generally accepted in
the United States of America requires us to make estimates
and assumptions that require judgment. These estimates
and assumptions can significantly affect the reported
amounts of assets, liabilities, revenues and expenses at the
date of our financial statements and for the reporting periods
shown. Our disclosures of contingent assets and liabilities at
the date of our financial statements are similarly affected by
estimates and assumptions.

Some of these accounting estimates and assumptions are
particularly sensitive because of their significance to our con-
solidated financial statements and because of the possibility
that future events affecting them may differ markedly from
what had been assumed when the financial statements
were prepared.

For example, we provide for environmental related
obligations when they are believed to be probable and
amounts can be reasonably estimated. Also, we review the
recoverability of the net book values of our investments in
affiliates and, our fixed and intangible assets whenever events
or circumstances suggest that the net book value of these
assets may not be recoverable. When this is the case, we
record an impairment loss. We also continually assess the
return on our business segments, which sometimes results
in a plan to restructure the operations of a business. When
such a plan is final, we record an accrual for severance and
other contractual commitments and obligations. Finally, our
reserves for discontinued operations consist of obligations
for discontinued operations, for environmental remediation
and study obligations from some of our former chemical
plant sites, and product liabilities and other potential claims,
including those related to retiree medical and life insurance
benefits. (See a further discussion on all of the policies in
Notes 1, 3, 6, 7, 11, 12 and 13 to our consolidated financial
statements.)

RESULTS OF OPERATIONS
General

All results discussed in this analysis address the continuing
operations of our chemical businesses. Technologies results
have been reclassified to discontinued operations within
our consolidated statements of income and consolidated
statements of cash flows for the periods ended December 31,
2001, 2000 and 1999. Accordingly, the results of the Energy
Systems and Food and Transportation Systems business
segments will not be included in the results of operations
discussion and analysis.

Our loss from continuing operations for the year ended
December 31, 2001, was $306.3 million compared to income
of $125.6 million and $158.7 million in 2000 and 1999,
respectively. Income from continuing operations before
cumulative effect of change in accounting principle, excluding
special items defined below for the year ended December 31,
2001, was $99.6 million compared to $153.5 million and
$132.0 million in 2000 and 1999, respectively. Special items
in 2001 consisted of asset impairments and restructuring and
other charges totaling $603.5 million ($405.9 million after
tax). Special items in 2000 consisted of asset impairments
and restructuring and other charges totaling $45.3 million
($27.9 million after tax). Special items in 1999 consisted of
asset impairments, restructuring and other charges and gains
on divestitures of businesses totaling a gain of $21.3 million
($26.7 mitlion after tax).




The following table displays the results for the years 2001, 2000 and 1999 through a reconciliation between as-reported
income (loss) from continuing operations before cumulative effect of change in accounting principle and income from continuing
operations before cumulative effect of change in accounting principle, excluding special items.

(In millicns)

Years Ended December 31 2001 2000 1999
Income (loss) from continuing operations before cumulative

effect of change in accounting principle - as reported $ (306.3) $ 125.6 $ 158.7
Asset impairments 323.4 10.1 23.1
Restructuring and other charges 280.4 35.2 111
Gains on divestitures of businesses - - (55.5)
Tax effect of asset impairments, restructuring and other charges

and gains on divestitures of businesses (107.6) (17.4) (5.4)
Income from continuing operations before cumulative

effect of change in accounting principle, excluding special items $ 996 $ 1535 $ 132.0

RESULTS OF OPERATIONS - 2001 COMPARED TO 2000

In the following discussion, “year” refers to the year ending
December 31, 2001 and “prior year” refers to the year ending
December 31, 2000. All comparisons are between these periods
unless otherwise noted.

Revenue was $1,943.0 million in 2001, down from
$2,050.3 million in 2000. Revenue in the United States
decreased 8.6 percent compared with 2000, while revenue
outside the United States, including exports, decreased 2.2
percent from 2000. Sales in the United States represented
45.4 percent of our 2001 revenue, slightly less than in 2000.

Income from continuing operations, before the cumulative
effect of change in accounting principle, net of income taxes,
excluding asset impairments and restructuring and other
charges was $99.6 million in 2001 compared to $153.5 million
in 2000. This decline can be attributed to an overall economic
downturn impacting the chemical industry worldwide and other
factors discussed under “Segment Results” below.

Asset impairments totaled $323.1 million ($233.8 million
after tax) for 2001 compared to $10.1 million ($7.2 million
after tax) in 2000.

Based upon a comprehensive review of our long-lived
assets we recorded asset impairment charges of $211.9 million
related to our U.S. based phosphorus business. The components
of asset impairments related to this business, include a
$171.0 million impairment of environmental assets built to
comply with a Resource Conservation and Recovery Act (“RCRA”)
Consent Decree (“Consent Decree™) at the Pocatello, Idaho
facility and a $36.5 million impairment charge for our invest-
ment in Astaris, LLC (“Astaris”), our phosphorus joint venture

with Solutia, Inc. (“Solutia”). (See Notes 4 and 13 to our

consolidated financial statements.) Driving these charges
were a-decline in market conditions, the loss of a potential
site on which to develop an economically viable second purified
phosphoric acid (“PPA”) plant and our agreement to pay into
a fund for the Shoshone-Bannock Tribes as a result of an
agreement to support a proposal to amend the Consent Decree
permitting the earlier closure of the largest remaining waste
disposal pond at Pocatello. In addition, we recorded an
impairment charge of $98.9 million related to our Specialty
Chemicals segment'’s lithium operations in Argentina. We
established this operation, which includes a lithium mine
and processing facilities, approximately five years ago in a
remote area of the Andes Mountains., With the entry of a
South American manufacturer into this business, resulting in
decreased revenues and fotlowing the continuation of other
unfavorable market conditions, our lithium assets in
Argentina became impaired as the total capital invested is
not expected to be recovered. An additional $12.3 million of
charges related to the impairment of assets in our cyanide
operations.

During the second quarter of 2000, we recorded asset
impairments of $10.1 million ($6.2 million after tax).
Impairments of $9.0 million were recognized because of the
formation of Astaris (see Note 4 to our consolidated financial
statements), including the write down of certain phosphorus
assets retained by our company and the accrual of costs
related to our planned closure of two phosphorus facilities.
Other asset impairments were due to the impact of underlying
changes within the Specialty Chemicals segment.

See Note 1 to our consolidated financial statements for
further discussion on our accounting policies related to asset
impairments.
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Restructuring and other charges. A change in market
conditions and in our corporate strategy resulted in restruc-
turing and other charges of $280.4 million ($172.1 million
after tax) in the year. A charge of $35.2 million ($21.7 million
after tax) was recorded in 2000.

We believe that the restructuring and other charges
recorded in 2001 have enabled us to engage in long-term
growth opportunities for all of our business segments. See
Note 1 to our consolidated financial statements for further
discussion on our accounting policies related to restructuring
and other charges.

We had several minor restructuring activities related to
corporate reorganization in the first quarter of 2001 totaling
approximately $1.0 million,

During the second quarter of 2001, we recorded $175.0
million in restructuring and other charges including $160.0
million related to our Industrial Chemicals segment’s U.S.
based phosphorus business. The components included in
restructuring and other charges related to the phosphorus
business were as follows: a $68.7 miltion reserve for further
required Consent Decree spending at the Pocatello site;
$42.7 million of financing obligations to the Astaris joint
venture and other related costs; and a $40.0 million reserve
for payments to the Shoshone-Bannock Tribes and $8.6 million
of other related charges. In addition, restructuring charges
for the quarter included $8.0 million related to our corporate
reorganization. The remaining charges of $7.0 million were for
the restructuring of two smaller chemical facilities. We reduced
our workforce by approximately 135 people in connection with
these restructuring activities.

During the third quarter of the year, we recorded restruc-
turing charges of $8.5 million. These charges were largely for
reorganization costs and corporate restructuring activities
including severance and contract commitment costs. (See
Note 2 to our consolidated financial statements).

We recorded restructuring and other charges of $95.9 million
in the fourth quarter of 2001. Most of these charges related
to our decision to shutdown operations at Pocatelio. These
charges include: $36.3 million for our share of Astaris shut-
down costs including environmental cleanup, waste removal
and other activities; also included are $44.6 million of
Pocatello costs related to plant demolition, plant shutdown,
severance and other activities. In addition, $12.5 million of
severance and other costs related to the Agricultural
Products segment were recorded primarily as a result of our
decision to refocus certain research and development activities.
The remaining charges reflected restructuring initiatives in
our Specialty Chemicals segment and in corporate.

We reduced our workforce by approximately 182 people in
connection with the third and fourth quarter restructuring activities.

During 2000, we recorded restructuring and other charges
of $35.2 million ($21.7 million after tax). Restructuring
charges of $20.6 million were attributable to the formation
of Astaris and the concurrent reorganization of our industrial
Chemicals sales, marketing and support organizations, the
reduction of office space requirements in our Philadelphia
chemical headquarters and pension expense related to the
separation of phosphorus personnel from our company. In

addition, we recorded environmental accruals of $12.5 million
because of increased cost estimates for ongoing remediation
of several phosphorus properties. Other restructuring
charges included $2.1 million for other projects. Of the
approximately 350 employee severances that were expected
to occur through the completion of these programs in 2000,
281 occurred at December 31, 2000 while the remainder
occurred in 2001.

Income (loss) from continuing operations was a loss of
$306.3 million in 2001 compared to income of $125.6 million
in 2000. Most of the decline can be attributed to after-tax
asset impairments and restructuring and other charges of
$405.9 million in 2001 compared to after-tax charges of $27.9
million in 2000. Also contributing to the decline were poor
economic conditions affecting the chemical industry worldwide.

Corporate expenses (excluding restructuring and other
charges in 2001 and 2000) were $36.3 million in 2001 and
$36.2 million in 2000.

Other income and expense, net is comprised primarily of
LIFO inventory adjustments and pension income or expense.
Net other expense for the year was $1.6 million compared to
net other income of $9.6 million in 2000. This variance is
largely attributable to increased pension costs and lower
amortization of a deferred pension asset.

Net interest expense in 2001 was $58.3 million compared
to $61.8 million in 2000. The decrease in net interest
expense in 2001 was primarily the result of lower average
debt levels during the year.

Provision (benefit) for income taxes. We recorded an
income tax benefit of $166.6 million in 2001 resulting in an
effective tax rate of 35.2 percent compared to income tax
expense of $33.0 million and an effective tax rate of 20.8
percent in 2000. The differences between the effective tax
rates for these periods and the statutory U.S. Federal income
tax rate relate primarily to differing foreign tax rates, the
impairment of certain Argentina assets, foreign sales corpo-
ration benefits, incremental state taxes and non-deductible
goodwill amortization.

Discontinued operations. We recorded a loss from
discontinued operations of $42.5 million ($30.5 million after tax)
in 2001. Included in this amount are earnings of
Technologies, including interest expense of $11.2 million,
which was allocated to discontinued operations in accor-
dance with Accounting Principles Board Statement No. 30
(“APB 30"} and later relevant accounting guidance, costs
related to the spin-off and additional income tax provision
related to the reorganization of our worldwide entities in
anticipation of the separation of Technologies from FMC.
In addition, we recorded a charge of $18.0 million for updated
estimates of environmental remediation costs related to our
other discontinued businesses.

During 2000, we recorded a net loss from discontinued
operations of $17.7 million ($15.0 million after tax). Of this
amount, $64.0 million are earnings of the spun-off
Technologies business, including allocated interest expense
of $30.9 million. Also included are a $80.0 million loss for
a settlement of litigation related to our discontinued Defense
Systems business and a charge of $1.7 million for interest
charges on postretirement benefit obligations.




Net income (loss). We recorded a net loss of $337.7 million
for 2001 compared to net income of $110.6 million in 2000.
This variance reflects the effect of significant asset impair-
ments and restructuring and other charges recorded in 2001.

Additional information regarding discontinued operations
and the related accounting policies can be found in Notes 1,
3 and 20 to our consolidated financial statements.

SEGMENT RESULTS - 2001 COMPARED TO 2c00
(See Note 20 to our consolidated financial statements
for detailed segment results.)

Segment operating profit is presented before taxes, asset
impairments and restructuring and other charges. Information
about how each of these items relates to our businesses at
the segment level is discussed below and in Note 20 to our
consolidated financial statements.

Agricultural Preducts

Agricultural Products revenue decreased to $653.1 million
in 2001 from $664.7 million in 2000. Agricultural Products
segment operating profit declined to $72.8 million, down
17.1 percent from the prior year.

The decrease in Agricultural Products revenues was largely
due to a lack of sulfentrazone sales to E.l. du Pont de
Nemours and Company (“DuPont”) in 2001. In 1998 we
entered into an exclusive agreement with DuPont to provide
them sulfentrazone in North America for use on soybeans.
However, the sale of formulated products incorporating
sulfentrazone did not reach expectations and the contract
purchases were cancelled in 2001. DuPont no longer has
exclusive rights to the use of sulfentrazone on soybeans in
North America. We began developing new markets in 2001,
expanding our sulfentrazone sales, including sales into the
soybean market in North America. We believe that we have
recovered approximately one third of the sulfentrazone
volumes lost from the absence of DuPont’s purchases.
Somewhat offsetting the sulfentrazone sales decline in North
America was an increase in carfentrazone sales into the rice and
cotton defoliation markets as a result of new product regis-
trations. We believe that sulfentrazone sales will increase
slightly in 2002; however, we will idle our production facility
early in 2002 to allow product inventories to align with
expected sales volumes.

Agricultural Products sales were also affected by weakened
Asian markets ‘due to depressed crop prices, unfavorable climatic
conditions and lower pricing in some Asian markets due to
weaker exchange rates. Asian revenue shortfalls were offset
by stronger demand for herbicides in Latin and South
America due mainly to the introduction of several new herbicide
registrations in 2001.

Agricultural Products operating profit declined to $72.8 million
from $87.8 million as a result of a decline in operating margins
to 11.1 percent in 2001 from 13.2 percent in 2000. This lower
profitability reflects reduced volumes of sulfentrazone, weaker
pricing due to lower crop prices, and weaker currencies in
Asia and Brazil. The adverse impact of the lower sulfentrazone
volumes in North America was significantly offset by a one

time contract penalty payment from DuPont of $20.0 million
which was paid in the first half of 2001 Additionally,
Agricultural Products incurred higher selling costs in North America
in 2001 as it pursued new sulfentrazone markets through
direct selling instead of through DuPont’s sales channels.

During the fourth quarter of 2001, Agricultural Products
began a restructuring of its operations to focus on key markets
and products. We will concentrate our future research and
development (“R&D”) activities on our core strength of
insecticides and reduce all work on herbicides, while continuing
our efforts to maximize the market potential of already
commercialized herbicide chemistries including clomazone,
carfentrazone and sulfentrazone. Additionally, we have
reduced our direct sales and support staffs outside North,
South and Latin America, relying instead on new and
expanded strategic alliances with Ishihara Sangyo Kaisha,
Ltd (*ISK”) in Asia and Belchim in Europe. A restructuring
charge of $12.5 million ($7.8 million after tax) was taken in
the fourth quarter to implement these plans. This restructuring
should be complete by the end of the first quarter 2002.

We believe that Agricultural Products will have a
challenging year in 2002, but the actions we have taken to
expand product labels, improve market access and reduce
costs should allow us to recover the earnings decline that
resulted from the loss of DuPont’s sulfentrazone business.

Specialty Chemicals

Specialty Chemicals revenue was $472.0 million in 2001,
down from $488.8 million in 2000 due to lower revenue in
both the FMC BioPolymer AS (“BioPolymer”} and Lithium
businesses. Specialty Chemicals segment operating profit
declined to $87.5 million, or 5.3 percent from $92.4 million
in the prior year.

BioPolymer revenue decreases resulted from a combination
of weaker demand and lower selling prices for alginate and
carrageenan in specialty markets, partially offset by strong
growth from microcrystalline cellulose in the pharmaceutical
and food ingredients markets. Specialty markets, which
include pet food, textiles and household products, experienced
the impacts of a slowing economy and lower competitor pricing.
Customer inventory corrections and a weak euro also drove
sales lower.

Lithium revenue decreases resulted from our strategic exit
from the commodity lithium carbonate market and slower
industrial markets, particularly in Europe. The lithium carbonate
market has experienced substantially lower prices since the
entry of a new competitor in 1997 which resulted in our decision
to exit the market. These sales declines were offset by continued
growth in lithium specialty products.

Specialty Chemicals operating profit decreased to $87.5
million in 2001 from $92.4 million in 2000 despite relatively
flat operating margins as compared to 2000. The decrease in
operating profit can be attributed to a decrease in BioPolymer
volumes and prices in the pet food, textile and household
products markets offset, in part, by lower operating costs
and an improved mix in lithium. A weaker euro, compared to
the prior year, also unfavorably impacted earnings.
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Industrial Chemicals

Industrial Chemicals revenue decreased to $822.0 million
in 2001, compared to $905.6 million in 2000. Industrial
Chemical segment operating profit declined by 36.6 percent
to $72.6 miltion in 2001 from $114.5 million in 2000.

Revenue decreases reflected weaker demand in most markets
for Industrial Chemicals. Weaker end-market demand for
glass and the entry of a new competitor resulted in lower
soda ash volumes and revenue compared to the prior year.
Price increases announced in the late summer of 2001 are
not expected to have any material effect on revenues until
2002. In hydrogen peroxide, weakness in the pulp and textile
markets resulted in decreased revenues despite the price
increases initiated in late 2000 and the application of
an energy surcharge in early 2001. Softer demand in the
polymer and electronics end-markets also resulted in lower
volumes for specialty peroxygens.

Foret, our Spain-based operation, recorded increases in
sales that reflected strong phosphate and zeolite markets.
Phosphate volumes improved as a result of a recovery in
their export markets, particularly in the Middle East and North
Africa. Zeolite sales increased as a result of an acquisition
in the third quarter of 2001 and stronger sales to new and
existing customers. Conversely, peroxygen sales declined on
lower export sales. Foret's increase in sales was offset by
unfavorable translation, due to a weaker euro in 2001.

These revenue comparisons were further affected by the
inclusion of the sales of our U.S. based phosphorus business
in the first three months of 2000. Subsequent U.S. phosphorus
sales have been deconsolidated and recorded in earnings from
equity investments as part of Astaris, which was formed
effective April 1, 2000 (see Note 4 to our consolidated financial
statements). We account for Astaris on an equity basis for
Industrial Chemicals and therefore, the sales of Astaris are
not reflected in our consolidated revenues after March 2000.

Industrial Chemicals operating profit (net of minority interests)
decreased 36.6 percent to $72.6 million in 2001 from $114.5
million in 2000. Driving the Industrial Chemicals segment’s
profit decreases were lower sales volumes in hydrogen peroxide,
soda ash and active oxidants and reduced earnings from
Astaris, as discussed below. Additionally, during 2000 we hedged
our natural gas requirements for 2001, which, due to the forward
pricing in the market at that time, resulted in generally higher
gas costs in 2001 versus the prior year. Offsetting these
unfavorable factors were increased pricing in several products.

Our U.S. based phosphorus business is comprised of our
50 percent interest in Astaris for the manufacture and sale
of our phosphorus-based products, and the activities of our
corporate phosphorus division, which manages remediation
and other environmental projects associated with the Astaris
elemental phosphorus plant in Pocatello, [daho. Astaris has
experienced a difficult business environment as a result
of the economic slowdown and significant changes in its
manufacturing and sourcing strategy. During the first quarter
of 2001, Astaris was asked by its electric power provider,
Idaho Power Company, to assist in combating the energy

crisis in the state of ldaho. Historically, the Astaris elemental
phosphorus facility has been the largest consumer of power
in the state. Astaris agreed to work with Idaho Power and
signed a two-year agreement to resell 5o megawatts of
power to Idaho Power at rates below the then current market
prices, but above the rate paid by Astaris under its power
contract. The gross economic value of the power contract, in
the nine months of 2001 during which the contract was in
effect, was $68.0 million of which half, or $34.0 million, is
reflected in FMC’s earnings in Astaris. However, this decision
required Astaris to shutdown one of the two remaining operating
furnaces in Pocatello and to source raw materials including
purified phosphoric acid and other products from third-party
suppliers at an additional cost to Astaris of approximately
$60.0 million ($30.0 million is reflected in FMC’s earnings
in Astaris). This significant restructuring of the supply chain
also adversely impacted Astaris’ sales. Sales declined due
to the intentional reduction of volume capacity and Astaris’
inability to meet customer material needs. In December 2001,
the Idaho Public Utility Commission (*IPUC”) was petitioned
by its staff to reduce the future amounts to be paid to Astaris
under the power resale contract. This petition is subject
to the approval of the full IPUC, which is expected to make
a decision later in 2002. Any adverse decision would be
subject to appeal.

Additionally, the start-up of the new Astaris PPA plant in
Soda Springs, Idaho in the second half of the year added
costs in 2o001. Start-up costs for this plant are expected to
continue until early 2002.

Our corporate phosphorus division also affected segment
operating profit in 2001. Working with the EPA and the
Shoshone-Bannock Tribes we agreed to amend the July 1999
Consent Decree to permit the capping of a specific waste
disposal pond at the Pocatello site. As part of this
settlement, FMC agreed to contribute $40.0 million to a fund for
the Tribes to support various Tribal activities. ($30.0 million
was paid during 2001). This agreement enabled Astaris to
shutdown the Pocatello operation in December 2001.

We expect the results of our U.S. based phosphorus oper-
ations to improve in 2002. The new Astaris PPA plant in
Idaho should be fully operational in early 2002 and start-up
expenses experienced in 2001 should be significantly less in
2002. In addition, spending by the corporate phosphorus
division will be lower in 2002 compared with 2001 due to
lower spending on projects under the Consent Decree. We
believe the shutdown of the elemental phosphorus
production at Pocatello will enable Astaris to lower its costs
by increasing the share of the supplies it obtains from lower
cost purified phosphoric acid.

Following this challenging year, we believe that results in
the Industrial Chemicals segment will improve in 2002. We
will continue to focus on lowering the cost of production and
we expect to benefit from the 2001 restructuring of our U.S.
phosphorus business. However, market demand is expected
to continue to be weak through most of 2002 partially
offsetting the improvements in our U.S. phosphorus business.




RESULTS OF OPERATIONS ~ 2000 COMPARED TO 1999

Revenue was $2,050.3 million in 2000, down from
$2,320.5 million in 1999. Revenue in the United States
decreased 17.3 percent compared with 1999, while revenue
outside the United States, including exports, decreased by
less than 5.9 percent when compared to 1999. Sales in the
United States represented 47.1 percent of our 2000 revenue
compared to 50.3 percent in 1999.

Revenue. Lower revenue in 2000 when compared with
1999 was principally attributable to the contribution of our
phosphorus operations to a joint venture and to divestitures
of other businesses, and was offset by revenue from a
Specialty Chemicals business acquired in 1999. Beginning
April 1, 2000, sales of phosphorus chemicals were recorded by
Astaris and are not reflected as revenue in our consclidated
financial statements. Qur interest in Astaris is accounted for under
the equity method and our share of Astaris’ operating earnings
is included in operating profit for our Industrial Chemicals
segment. (See Note 4 to our consolidated financial statements.)

Income from continuing operations, before the cumulative
effect of change in accounting principle, net of income taxes
excluding asset impairments and restructuring and other
charges (in 2000 and 1999) and gains on divestitures of
businesses (in 1999) was $153.5 million in 2000 compared
with $132.0 million in 1999. This increase reflects the per-
formance of our business segments discussed more fully below
and in Note 20 to our consolidated financial statements.

Gains on divestitures of businesses. On July 9, 1999, we
completed the sale of our bioproducts business to Cambrex
Corporation for $38.2 million in cash, resulting in a pre-tax
gain of $20.1 million. Our bioproducts business was included
in our Specialty Chemicals segment and had 1999 revenue of
$13.3 million (through the date of divestiture).

On July 31, 1999, we completed the sale of our process
additives business to Great Lakes Chemical Corporation for
$161.1 million in cash, resulting in a gain of $35.4 million on
both a pre-tax and aftertax basis. Our process additives
business was included in our Specialty Chemicals segment
and had 1999 revenue of $98.5 million (through the date of
divestiture).

Asset impairments recorded by the company amounted to
$10.1 million ($6.2 million after tax) and $23.1 million ($14.1
million after tax) for the years ended December 31, 2000 and
1999, respectively.

During the second quarter of 2000, we recorded asset
impairments of $10.1 million. Impairments of $9.0 million
were recognized as a result of the farmation of Astaris (see
Note 4 to our consolidated financial statements), including
the writedown of certain phosphorus assets retained by our
company and the accrual of costs related to the planned
closure of two phosphorus facilities. Other impairments were
due to the impact of underlying changes within the Specialty
Chemicals segment.

In the third quarter of 1999, we recorded asset impair-
ments of $23.1 million. Asset impairments of $14.7 million
were required to write off the remaining net book values of
two U.S. lithium facilities. Both facilities were constructed to
run pilot and development guantities for new lithium-based
products. During the third quarter of 1999, management
determined that it would not be feasible to use the facilities
as configured. Additionally, an impairment charge of $8.4
million was required to write off the remaining net book
value of a caustic soda facility in Green River, Wyoming.
Estimated future cash flows related to this facility indicated
that an impairment of the full value had occurred.

Restructuring and other charges. Total restructuring and
other charges of $35.2 million ($21.7 million after tax) were
recorded in 2000 compared to $11.1 million ($6.8 million
after tax) in 1999.

Restructuring charges of $20.6 million were attributable to
the Astaris formation and the concurrent reorganization of our
Industrial Chemicals sales, marketing and support organizations,
the reduction of office space requirements in our Phitadelphia
chemical headquarters and pension expense related to the
separation of phosphorus personnel from our company.
In addition, we recorded environmental accruals of $12.5 million
because of increased cost estimates for ongoing remediation
of several phosphorus properties. Other restructuring charges
included $2.1 million for several smaller projects.

In the third quarter of 1999, we recorded restructuring and
other charges of $11.1 million ($6.8 million after tax).
Restructuring and other charges of $9.2 million resulted
primarily from strategic decisions to divest or restructure a
number of businesses and support departments, including
certain Agricultural Products and corporate and shared service
support departments. The remaining charge related to actions,
including headcount reductions, required to achieve planned
synergies from acquisitions of businesses in Specialty Chemicals.

income (loss) from continuing operations of $125.6 million
in 2000 was lower when compared with $158.7 million in 1999,
primarily resulting from gains on divestitures of businesses
in 1999 and higher restructuring and other charges recorded
in 2000.

Corporate expenses (excluding restructuring and other
charges in 2000 and 1999) of $36.2 million in 2000 reflected
a decrease of $5.1 million from 1999. The company's cost
reduction efforts are responsible for this trend.

Net interest expense was $61.8 million and $76.4 million
during 2000 and 1999, respectively. The decrease in 2000
was the result of lower average debt levels when compared
with 1999.

Other income and expense, net is comprised primarily of

-LIFO inventory adjustments and pension and postretirement

plan adjustments. Other income of $¢.6 million remained rel-
atively flat when compared to $9.3 million recorded in 1999.
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Discontinued operations. During 2000, we recorded a net
loss from discontinued operations of $17.7 million ($15.0
million after tax). Of this amount, $64.0 million represents the
eamings of the spun-off Technologies business including interest
expense of $30.9 million allocated to discontinued operations
in accordance with APB 30 and later relevant accounting
guidance. Also included is a $80.0 million loss for a
settlement of litigation related to our discontinued Defense
Systems business and a charge of $1.7 million for interest
charges on postretirement benefit obligations.

We recorded net income from discontinued operations of
$73.5 million ($53.9 million after tax) in 1999. Of this
amount, $79.2 million related to the earings of the spun-off
Technologies businesses including allocated interest expense
of $30.3 million. Results of discontinued operations in 1999
included gains of $53.7 million from the sale of properties in
California that were formerly used by our divested defense
business (as discussed below). In addition, in the fourth quarter
of 1999, we provided $59.4 million in response to updated
estimates of environmental remediation costs, primarily at our
former Defense Systems sites, and increased estimates of
our liabilities for general liability, workers’ compensation,
postretirement benefit obligations, legal defense, property
maintenance and other costs.

During the year ended December 31, 1999, we sold several
real estate properties formerly used by United Defense, L.P,
and our Defense Systems operations divested by our company
in 1997. In the second quarter of 1999, we received $33.5
million in cash, recognizing a gain of $29.5 million, and in
the fourth quarter of 1999, we received $31.0 million in cash,
recognizing a gain of $24.2 million related to property sales.

Net income in 2000 was $110.6 million compared to
$212.6 million in 1999. Contributing to this decrease was a
one-time gain of $55.5 million related to the divestiture of a
Specialty ‘Chemicals business in 1999 offset by a charge of
$66.7 million to discontinued operations in 2000 related to
our former Defense Systems business segment.

SEGMENT RESULTS - 2000 §0MPAR[ED TO 1999
Agricultural Products

Agricultural Products revenue increased to $664.7 million
in 2000 compared to $632.4 million in 1999. Operating profits
increased to $87.8 million in 2000 compared to $64.3 million
in 1999.

Agricultural Products revenue increased because of
stronger sales in Latin and North America, which more than
offset lower sales in Asia. North American revenue improved
after a return to more normal pest pressures following 1999’s
unusually low levels. Latin American sales improved due to
a rapid recovery from the devaluation of the Brazilian real in
1999, a new distribution agreement for third-party products
in Brazil and a stronger Mexican market. Increased revenue
in 2000 also reflected higher volumes for herbicides and
pyrethroids, offset by lower sales of carbamates.

Operating profits in our Agricultural Products segment
increased to $87.8 million in 2000 from $64.3 million in
1999 on increased volumes and lower costs, partially offset
by higher research and development spending to develop a
new herbicide and to fund our strategic alliance with
Devgen, a Belgian biotechnology company, to support the
company’s insecticide discovery program.

Specialty Chemicals

Specialty Chemicals revenue was $488.8 million in 2000,
down from $564.5 million in 1999. Operating profit was
$92.4 million compared to $73.5 million.

Lower revenue in 2000 reflected our divestitures of the
process additives and bioproducts businesses, both of which
occurred in the third quarter of 1999, and the effect of
unfavorable foreign currency exchange rates. Partially offsetting
this decrease in 2000 was revenue from Pronova Biopolymer
AS, an alginate business acquired in mid-1999. The Pronova
Biopolymer operation was combined with certain
carrageenan and microcrystalline cellulose businesses and
renamed FMC BioPolymer AS. BioPolymer's revenue reflected
a strong market for pharmaceutical and food-grade micro-
crystalline cellulose along with growth in sales to Latin
America and Asia, but was partially offset by the impact of
foreign currency transtation of the euro to the U.S. dollar.

Sales of lithium products were up slightly in 2000.
Increased revenue reflected higher volumes of butyllithium
to the polymer and pharmaceutical markets. Lithium volume
increases were offset by lower pricing, primarily the result of
weak European currencies.

Specialty Chemicals’ operating profit in 2000 increased to
$92.4 miltion from $73.5 million in 1999. BioPolymer's
increased profitability was based on lower manufacturing
costs in 2000 for carrageenan and realized synergies associated
with the acquisition of the alginate product line when
compared with 1999. Lithium’s improved operating profitability
in 2000 when compared with 1999 was a result of higher
sales, and the successful implementation of manufacturing
cost reduction initiatives.

Industrial Chemicals

Industrial Chemicals revenue decreased to $905.6 million
in 2000 from $1,141.3 million in 1999. Operating profit (net
of minority interests) declined to $114.5 million in 2000 from
$144.4 million in 1999.

Lower revenue was primarily the result of the contribution
of the phosphorus business to the newly formed Astaris joint
venture, effective April 1, 2000. After that date, phosphorus
revenue was no longer consolidated with our revenue.
Phosphorus revenue of $327.0 million through December 31,
1999 is included in 1999 segment revenue, while revenue in
2000 before the joint venture formation amounted to $79.2
million. Subsequent to the first quarter of 2000, our equity
share of Astaris’ earnings was included in segment operating
profit for Industrial Chemicals.




Other factors contributing to reduced revenue were the
translation impact of the weaker euro and competitive pressures
both at Spain-based FMC Foret and at Astaris. Partially off-
setting the decline in revenue were increased sales of hydrogen
peroxide, reflecting both volume and price increases
compared with 1999, and soda ash, a result of the Tg Soda
Ash acquisition in mid-1999.

Reduced profitability for Industrial Chemicals to $114.5
million in 2000 was primarily the result of increased energy
costs for all businesses, but especially at Astaris, while foreign
currency translation losses negatively affected reported
operating profitability at Foret. In addition, segment profits
were down due to phosphorus environmental compliance
costs retained by our company for design, implementation
and depreciation of capital assets in Pocatello, Idaho in
connection with the Consent Decree.

Offsetting these declines in profitability were higher
earnings for soda ash and hydrogen peroxide. Soda ash
profitability increased in 2000, reflecting the Tg Soda Ash
acquisition and reduced costs despite significant increases in
energy prices. Hydrogen peroxide’s favorable operating profits
were largely the result of a strong pulp and paper market.
In addition, our share of Astaris’ results reflected the cost
reduction benefits of the joint venture’s rationalization and
restructuring programs.

TAXES

Although our domestic earnings (losses) are generally
subject to tax expense (benefit) at the statutory rate of 35.0
percent, many factors alter our consolidated tax rate. These
factors include non-deductible or non-taxable transactions
related to goodwill or other items, differing foreign tax rates,
state tax increments, depletion, extraterritarial income exclusion,
and other permanent differences. Our effective tax rate of
35.2 percent on income from continuing operations in
2001 also includes the beneficial impact of deductible
restructuring and impairment charges recorded during the year.
(See Notes 6, 7 and 10 to our consolidated financial statements.)

NEW ACCOUNTING STANDARDS ADOPTED

On January 1, 2001 we adopted Statement of Financial
Accounting Standards (“SFAS™) No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” and SFAS No. 138,
“Accounting for Certain Derivative Instruments and Certain
Hedging Activities,” an amendment of SFAS No. 133. These
Statements establish accounting and reporting standards
that require every derivative instrument to be recorded on
the consolidated balance sheet as either an asset or a
liability measured at its fair value. SFAS No. 133, as amended,
requires the transition adjustment resulting from adopting
these Statements to be reported in net income or accumulated
other comprehensive income, as appropriate, as the
cumulative effect of change in accounting principle. On
January 1, 2001, we recorded the fair value of all outstanding
derivative instruments as assets or liabilities on the consol-
idated balance sheet. The transition adjustment was a
$0.9 million after-tax loss to earnings and a $16.4 million
after-tax gain to accumulated other comprehensive income
(loss). Both components of the adjustment were recorded as
a cumulative effect of change in accounting principle.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2001, the Financial Accounting Standards Board
(“FASB”) issued SFAS No. 141, “Business Combinations.”
SFAS No. 141 requires that all business combinations be
accounted for by the purchase method and adds disclosure
requirements related to business combination transactions.
SFAS No. 141 also establishes criteria for the recognition of
intangible assets apart from goodwill. This Statement applies
to all business combinations for which the acquisition date
was July 1, 2001 or later. We had no significant acquisitions
during 2001. We intend to implement the provisions of SFAS
No. 141 in any of our future business combinations.

On June 30, 2001, the FASB issued SFAS No. 142,
“Goodwill and Other Intangible Assets,” which establishes
guidelines for the financial accounting and reporting of
acquired goodwill and other intangible assets. With the
adoption of SFAS No. 142, goodwill is no longer subject to
amortization; rather, it will be subject to at least an annual
assessment for impairment by applying a fair value based
test. We are required to adopt the provisions of this
pronouncement no later than the beginning of 2002,
however, goodwill and other intangible assets acquired after
June 30, 2001, are subject immediately to the amortization
provisions of this statement, We had no material acquisitions
of goodwill or other intangibles in the second half of 2001.
We will adopt the amortization provisions of SFAS No. 142
beginning in the first quarter of 2002. During 2001, 2000 and
1999, goodwill and other intangible amortization (pretax
and after discontinued operations) was $19.4 million, $13.5
million and $12.0 million, respectively. We believe adopting
SFAS No. 142 will result in approximately a $4.0 million
pre-tax benefit to earnings in 2002.

In June 2001, the FASB issued SFAS No. 143, “Accounting
for Asset Retirement Obligations.” SFAS No. 143 addresses
financial accounting and reporting for obligations associated
with the retirement of tangible long-lived assets and the
associated asset retirement costs. We are required to adopt
the provisions of this pronouncement no later than the
beginning of 2003 and are evaluating the potential impact of
adopting SFAS No. 143.

In August 2001, the FASB issued SFAS No. 144,
“Accounting for the Impairment or Disposal of Long-Lived
Assets.” The Statement supersedes SFAS No. 121, “Accounting
for the Impairment of Long-Lived Assets and for Long-Lived
Assets to Be Disposed Of.” The Statement also supersedes
APB No. 30 provisions related to the accounting and report-
ing for the disposal of a segment of a business. This
Statement establishes a single accounting model, based on
the framework established in SFAS No. 121, for long-lived
assets to be disposed of by sale. The Statement retains most
of the requirements in SFAS No. 121 related to the recognition
of impairment of long-lived assets to be held and used. The
Statement is effective for years beginning after December 15,
2001. We are evaluating the potential impact of adopting
SFAS No. 144.
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ENVIRONMENTAL OBLIGATIONS

Qur company, like other industrial manufacturers, is involved
with a variety of environmental matters in the ordinary course
of conducting its business and is subject to federal, state and
local environmental laws. We believe strongly that we have
a responsibility to protect the environment, public health
and employee safety. This responsibility includes cooperating
with other parties to resolve issues created by past and present
handling of wastes.

When issues arise, including notices from the Environmental
Protection Agency or other government agencies identifying
our company as a Potentially Responsible Party (“PRP”), our
environmental remediation management assesses and
manages the issues. When necessary, we use multifunctional
teams composed of environmental, legal, financial and
communications personnel to ensure that our actions are
consistent with our responsibilities to the environment and
public health, as well as to our employees and shareholders.

Environmental provisions totaling $68.8 million ($42.0
million after tax) were recorded this year. These provisions
largely related to the remediation of the Pocatello site as
discussed in Note 13 of our consolidated financial state-
ments. Also included were costs related to continued
cleanup of certain discontinued manufacturing operations
from previous years. This provision and those made in 2000
and 1999, and our accounting policies on environmental
remediation, are more fully described in Notes 1 and 13 to
our consolidated financial statements.

In the second quarter of 2000, we provided environmental
reserves totaling $12.5 million related to ongoing remediation
of several phosphorus manufacturing properties as part of
the restructuring and other charges described previously.

Additional information regarding our environmental
accounting policies and environmental liabilities is included
in Notes 1 and 13, respectively, to our consolidated financial
statements. Information regarding environmental obligations
associated with our discontinued operations is included in
Note 3 to our consolidated financial statements. Estimates of
2002 environmental spending are included in the section
below entitled “Cash Flow Analysis.”

(In millians)

Contractual Commitments

LIQUIDITY AND CAPITAL RESOURCES

In 2001, we experienced the net cash impact of significant
special items recorded in the year and spending related to the
spin-off of Technologies. This spending was somewhat offset
by the cash proceeds received in the IPO of Technologies. Cash
from operations, supplemented with proceeds from the (PO and
a new credit facility, provided funding for our capital spending
program, debt pay down and interest payments throughout 2001.

Capital expenditures totaling $145.6 million in 2001, which
included $41.2 million of required Pocatello Consent Decree
spending, were down 26.2 percent from 2000. We believe
capital expenditures will be reduced in 2002, largely because
of the absence of this Consent Decree spending. Principal
categories of capital spending in 2002 include replacement of
existing plant equipment and compliance spending related to
environmental and safety standards.

We retired $128.3 million of long-term debt in 2001, in part
with a portion of the proceeds from the IPO of Technologies.
Cash paid for interest in 2001 was $79.1 million compared with
$101.6 million in 2000. This decrease can be attributed to
lower average debt levels in 2001 compared to 2000.

Future cash needs include the scheduled repayment of
several significant financings over the next two years, operating
cash requirements and capital expenditures. We plan to meet
these liquidity needs through cash generated from operations,
commercial paper borrowings, accounts receivable securiti-
zation, borrowings under bank credit facilities, and if necessary,
the issuance of additional long-term debt. We maintain a
universal shelf registration under which, at December 31,
2001, $345.0 miltion of securities could be issued.

We currently maintain a commercial paper financing program
with outstanding borrowings at December 31, 2001 of $33.0
million compared to $16.8 million at December 31, 2000.

Our total committed contracts that will affect cash over the
next five years and beyond are as follows:

Expected Cash Payments by Year

2006

2002 2003 2004 2005 & beyond Total

Short-term debt $ 136.5 $ - $ - $ - $ - $ 1365

Long-term debt 135.2 182.2 0.5 89.5 379.6 787.0

Lease obligations 25.8 24.9 23.3 22.7 103.2 199.9
Forward energy and

foreign exchange contracts 16.2 6.2 2.4 1.1 - 25.9

Guarantees of vendor financing 56.0 - — - - 56.0

Total $ 369.7 $ 213.3 $ 26.2 $ 113.3 $ 482.8 $ 1,205.3




Our five-year, non-amortizing committed revolving credit
agreement expired in December 2001. There were no
outstanding balances under this agreement at the due date.
At the same time we entered into a new $240.0 million com-
mitted revolving credit facility to meet certain aperating cash
needs, capital expenditures, and commercial paper demands.
This credit facility will expire in December 2002. The total
amount outstanding under this facility at December 31, 2001
was $68.0 million, which was used to pay down outstanding
commercial paper. The credit agreement contains financial
covenants related to leverage {measured as the ratio of debt
to adjusted earnings), interest coverage (measured as the
ratio of interest expense to adjusted earnings) and consoli-
dated net worth. We were in compliance with the covenants
as of December 31, 2001, We expect to renew or replace this
credit facility prior to its expiration. In fanuary 2002, we
arranged a supplemental $50.0 million committed credit
facility to meet short-term seasonal financing needs, This
credit facility expires on August 31, 2002.

We also obtain financing through an accounts receivable
securitization. We sell receivables, without recourse, through
our wholly owned bankruptcy-remote subsidiary, FMC Funding
Corporation, which then sells the receivables to an unrelated
finance company. The sold receivables and repurchase obligations
related to the financing are not recorded on our consolidated
balance sheets, because we have limited risk to repurchase
the receivables. The financing from the securitization totaled
$79.0 million at December 31, 2001 compared to $113.0 million
on December 31, 2000. The agreement for the sale of
accounts receivable provides for the continuation of the program
on a revolving basis through November 2002. We expect to
renew or replace this financing prior to its expiration.

At December 31, 2001, long-term debt included $28.8 million
of 6.75 percent Exchangeable Senior Subordinated
Debentures due 2005. (See Note 11 to our consolidated
financial statements,}) These debentures are callable by FMC
at par plus accrued interest upon at least 30 days’ prior
notice. These debentures are exchangeable by the holders at
any time into the common stock of Meridian Gold, Inc.
(NYSE: MDG), the successor to a former subsidiary of FMC, at
an exchange price of $15.125 per share, subject o adjustment.
FMC may elect ta pay the holders in cash an amount equivalent
to the value of the Meridian Gold common stock into which
the holders could exchange their debentures. At December
31, 2001, FMC did not hold any shares of Meridian Gold common
stack. On February 19, 2002, the closing price of Meridian Gold
common stock on the New York Stock Exchange was $13.16.
If the price goes above $15.125, it is reasonably likely that
during 2002 the holders would exercise their exchange rights.

Long-term debt also includes $44.3 million of variable
rate industrial and pollution control revenue bonds that are
supported by bank letters of credit. The letters of credit
generally have a term of thirteen months and extend each
month for an additional month unless and until the bank
sends us a letter of non-renewal. At December 31, 2001, no
notice of non-renewal had been received.

The current rating of our commercial paper and similar
short-term indebtedness is A-3 by Standard & Poor’s Ratings
Group (“S&P™) and P-3 by Moody’s Investors Service, Inc.
(“Moody’s™). The market for commercial paper with this rating

is limited. The current rating of our senior unsecured long-
term indebtedness is BBB- by S&P and Baa3 by Moody’s. A
downgrade in our credit ratings, which may be changed,
superseded or withdrawn at any time, could increase the
cost and restrict the availability of future financings. The
following table displays credit facilities, debt obligations and
other items along with the cash payments that could be
required to repay them, if required following a downgrade or
series of downgrades in our credit rating:

(In mittions)
Potential
Cash
Facility Payments
Commercial paper $ 330
Accounts receivable securitization® . $ 79.0
Forward energy contracts $ 133

(1) Program terminates upon a reduction in rating
to Baz by Moody's or BB by S&P or below.

Our future liquidity could be affected by certain letters of
credit, commitments and guarantees we provide to vendors,
customers and others for which we are contingently liable,
In connection with the spin-off of Technologies, we retained
liability for various contingent obligations totaling $289.0
million at December 31, 2001. Contingent obligations include
guarantees of the performance of Technologies under various
customer contracts, reimbursements on behalf of Technologies
under letters of credit and surety bonds, and guarantees of
indebtedness of Technologies. We have a guarantee from
Technologies providing for reimbursement to us if we are
ever called upon to satisfy these obligations. Technologies
has obtained contractual releases of FMC reducing the level
of liabilities for which we are contingently liable to $175.0
million at February 12, 2002. Because our expectation that
the underlying obligations will be met and the existence of
the guarantee from Technologies, we believe it is unlikely
that we would have to pay any of these contingent obligations
and expect this contingent liability to continue to be reduced
throughout 2002. The majority of these obligations will expire
hefore the end of 2003.

We have provided an agreement to lenders of Astaris
under which we have agreed to make equity contributions to
Astaris sufficient to make up one half of any short-fall in
Astaris earnings below certain levels. Astaris earnings did
not meet the agreed levels for 2001 and we do not expect
that such earnings will meet the levels agreed for 2002. We
contributed $31.3 million to Astaris under this arrangement
in 2001 and expect to contribute a similar amount in 2002.
The proportional amount of Astaris indebtedness subject to
this agreement from FMC at December 31, 2001 was $111.9
million. Our estimates of future contributions are based on
Astaris forecasts and are subject to some uncertainty.

We provide guarantees to financial institutions on behalf
of certain Agricultural Products customers for their seasonat
borrowing, The customers’ obligations to us are largely
secured by liens on their crops. The total of these guarantees
at December 31, 2001 was $56.0 million. (See Note 19 to our
consolidated financial statements.)
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On june 30, 1999, FMC acquired the assets of Tg Soda
Ash, Inc. (“TgSA”) from EIf Atochem North America, Inc. for
approximately $51.0 million in cash and a contingent payment
due at yearend 2003. The contingent payment amount,
which will be based on the financial performance of the
combined soda ash operations between 2001 and 2003, cannot
currently be determined but could be as much as $75.0 mitlion.

Our ability to pay the principal and interest on our indebt-
edness as it comes due will depend upon our current and
future performance. Our performance is affected by general
economic conditions and by financial, competitive, political,
business and other factors. Many of these factors are beyond
our control. We believe that the cash generated from our
businesses coupled with our ability to obtain financing will
be sufficient to enable us toc make our debt payments as
they become due. We also actively evaluate opportunities to
refinance our existing obtigations when financing is available
on attractive terms. If, however, we do not generate sufficient
cash or complete such financings on a timely basis, we may
be required to seek additional financing or sell equity on
terms which may not be as favorable as we could have otherwise
obtained. No assurance can be given that any refinancing,
additional borrowing or sale of equity will be possible when
needed or that we will be able to negotiate acceptable
terms. In addition, our access to capital is affected by pre-
vailing conditions in the financial and equity capital markets,
as well as our own financial condition.

CASH FLOW ANALYSIS

Cash and cash equivalents at December 31, 2001 and
December 31, 2000 were $23.4 miltion and $7.3 million,
respectively. We had total barrowings of $923.5 million and
$1,007.5 million as of December 31, 2001 and 2000, respectively.

Operating working capital, which includes trade receivables
(net), inventories, other current assets, accounts payable,
accrued payroll, other current liabilities and the current
portion of accrued pension and other postretirement bene-
fits, increased $67.0 million to $24.8 million at December 31,
2001, from an unfavorable $42.2 million at December 31,
2000. Factors contributing to the increase in operating working
capital at yearend 2001 when compared with 2000 include
increased accounts receivable and inventory amounts.

Cash required by operating activities of $g0.c million for
the year ended December 31, 2001 decreased from $298.3
million of cash pravided by operations in 2000 primarily as a
result of increased restructuring spending accompanied by higher
inventory and accounts receivable balances. Also contributing
to the variance was a decrease in our account receivable
financing balance in 2001 compared to the prior year.

Cash required by investing activities of $154.¢ million in
2001 increased from the 2000 requirement of $97.4 million,
reflecting the impact of a prior year distribution from Astaris,
which was not repeated in the current year. Capital spending
{excluding acquisitions) of $145.6 million for the year ended
December 31, 2001 decreased when compared with 2000.
Lower spending on significant capital projects was due to
lower Consent Decree spending at Pacatello.

Cash provided by financing activities in 2001 of $376.5
million was higher than the 2000 requirement of $162.0 million,
primarily due to the contribution related to the distribution
of Technologies assets and an increase in long-term debt
offset by long-term debt paydowns of $203.3 million.

Projected 2002 spending also includes approximately
$10.3 million for environmental compliance at current operating
sites, which is an operating expense of the company, plus
approximately $35.5 million of remediation spending and
$11.2 miilion for environmental study costs at current operating,
previously operated and other sites, which have been accrued
in prior periods.

DIVIDERDS

On November 29, 2001, our Board of Directors approved
the spin-off of the remaining 83 percent of Technologies making
it an independent publicly traded company. The spin-off qualified
as a tax-free distribution to U.S. stockholders. Stockholders
of record as of December 31, 2001 received approximately
1.72 shares of common stock of the new company for every
1.0 share of our stock. Fractional shares were paid in cash to
stockhotders in lieu of fractional shares on December 31, 2001.

No cash dividends were paid in 2001 other than amounts
paid in lieu of fractional shares as discussed above. No cash
dividends were paid in 2000. No cash dividends are expected
to be paid in 2002.




QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Our primary financial market risks include changes in foreign
" currency exchange rates, interest rates and commodity
pricing. In managing our exposure to these risks, we may
use derivative financial instruments in accordance with
established policies and procedures. We account for these
derivatives in accordance with SFAS No. 133 (see “New
Accounting Standards Adopted” and Note 1 to our consolidated
financial statements). We do not use derivative financial
instruments for trading purposes. At December 31, 2001,
our derivative holdings consisted primarily of foreign currency
forward contracts and natural gas forward contracts.

When we or one of our subsidiaries sells or purchases
products or services outside the United States, transactions
are frequently denominated in currencies other than the U.S.
dollar. Exposure to variability in currency exchange rates
is mitigated, when possible, with natural hedges, whereby
purchases and sales in the same foreign currency and with
similar maturity dates offset one another.

A significant portion of our business is conducted in
currencies other than the U.S. dollar, which is our reporting
currency. We recognize foreign currency gains and losses
arising from our operations in the period incurred. As a
result, currency fluctuations among the U.S. dollar and the
currencies in which we do business have caused and will
continue to cause foreign currency transaction gains and
losses, which could be material. Due to the weakness of the
euro in the period from 1999 through 2001, our business
results have been adversely affected by unfavorable U.S. doltar
translation of earnings of our operations in Europe. We
cannot predict the effects of exchange rate fluctuations upon
our future operating results because of the number of
currencies involved, the variability of currency exposures and
the potential volatility of currency exchange rates. We take
actions to manage our foreign currency exposure such as
entering into forwards and swaps, where available, but we
cannot ensure that our strategies will adequately protect our
operating results from the effects of exchange rate fluctuations.

Additionally, we initiate hedging activities by entering into
foreign exchange forward or option contracts with third parties
when natural hedges do not exist. The maturity dates of the
currency exchange agreements that provide hedge coverage
are consistent with those of the underlying purchase or sales
commitments.

To monitor our currency exchange rate risks, we use a
sensitivity analysis, which measures the impact on earnings
of an immediate 10 percent devaluation of the foreign
currencies to which it has exposure. Based on a sensitivity
analysis at December 31, 2001, fluctuations in currency
exchange rates in the near term would not materially affect
our consolidated operating results, financial position or
cash flows. We believe that our hedging activities have been
effective in reducing our risks related to currency exchange
rate fluctuations.

We are exposed to changes in interest rates because of
our financing and cash management activities, which include
long- and short-term debt to maintain liquidity and fund our
business operations. In managing interest rate risk, our
strategic policy is to monitor the ratio of our fixed- to float-
ing-rate debt. We may, from time to time, use interest rate
swaps to manage our exposure to changes in interest rates.
We did not enter into any material interest rate swaps in
2001 O 2000.

To address our exposure to risks from changes in
commodity prices, we enter into forward or swap contracts
relating to energy purchases used in our manufacturing
processes. The forward energy contracts qualifying as hedges
are accounted for in accordance with SFAS No. 133. The
gains or losses on these contracts are included as an
adjustment to the cost of sales or services when the contracts
are settled.

For more information on derivative financial instruments
and related accounting policies, see Notes 1 and 17 to our
consolidated financial statements.

25




Consolidated Statements of Income

(In millions, except per share data)

Year Ended December 31 2001 2000 1999
Revenue $1,943.0 $2,050.3 $2,320.5
Costs and expenses
Cost of sales or services 1,408.7 1,450.9 1,691.6
Selting, general and administrative expenses 243.3 231.3 273.0
Research and development expenses 20.8 97.8 100.6
Gains on divestitures of businesses (Note s5) - — (55.5)
Asset impairments (Note 6) 323.1 10.1 23.1
Restructuring and other charges (Note 7) 280.4 35.2 111
Total costs and expenses 2,355.3 1,825.3 2,043.9
Income (loss) from continuing operations before

minority interests, interest income and expense,

income taxes and cumulative effect of change

in accounting principle (442.3) 225.0 276.6
Minority interests 2.3 4.6 5.1
Interest income 47 4.5 7.4
Interest expense 63.0 66.3 83.8
Income (loss) from continuing operations before

income taxes and cumulative effect of change

in accounting principle (@72.9) 158.6 195.1
Provision (benefit) for income taxes (Note 10) (166.6) 33.0 36.4
Income (loss) from continuing operations before

cumulative effect of change in accounting principle (306.3) 125.6 158.7
Discontinued operations, net of income taxes (Note 3) (30.5) (15.0) 53.9
Income (loss) before cumulative effect of change

in accounting principle (336.8) 110.6 212.6
Cumulative effect of change in accounting principle,

net of income taxes (Note 1) (0.9) — —
Net income (loss) $ (337.7) $ 1106 $ 2126
Basic eamings (loss) per common share (Note 2)
Continuing operations $ (9.85) $ 413 $ =504
Discontinued operations (Note 3) (0.08) (0.49) 1.71
Cumulative effect of change in accounting principle (Note 1) (0.03) - —
Net income (loss) $ (10.86) $  3.64 $ 6.75
Diluted eamings {loss) per common share (Note 1)
Continuing operations $ (9.85) $ 397 $ 490
Discontinued operations (Note 3) (c.98) (0.47) 1.67
Cumulative effect of change in accounting principle (Note 1) {0.03) - -
Net income (loss) $ (10.86) $ 350 $ 657

The accompanying notes are an integral part of the consolidated financial statements.




Consolidated Balance Sheets

(in millions, except share and par vaiue data)

December 32 2001 2000
Assets
Current assets
Cash and cash equivalents $ 234 $ 7.3
Trade receivables, net of allowance of $8.4

in 2001 and $6.2 in 2000 (Note 1) 443.7 358.6
Inventories (Notes 1 and 8) 207.2 171.4
Other current assets 99.6 90.2
Deferred income taxes (Note 10) 48.4 60.8
Net assets of Technologies (Note 2) - 637.7
Total current assets 820.3 1,326.0
Investments 25.2 73.0
Property, plant and equipment, net (Note 9) -1,087.8 1,358.8
Goodwill and intangible assets, net 116.3 121.5
Other assets 132.8 100.3
Deferred income taxes (Note 10) 204.8 82.1
Total assets $ 2,477.2 $ 3,061.7
Liabilities and stockholders’ equity
Current liabilities
Short-term debt (Note 11) $ 1365 $ 1130
Accounts payable, trade and other 327.7 329.1
Amounts owed to Technologies (Note 18) 4.7 —
Accrued and other liabilities 319.7 257.0
Accrued payroll 53.4 52.0
Guarantees of vendor financing (Note 19) 56.0 51.8
Current portion of long-term debt (Note 11) 135.2 22.7
Current portion of accrued pensions and other postretirement benefits (Note 12) 8.2 24.3
Income taxes payable (Note 10) 27.8 32.3
Total current liabilities 1,079.2 882.2
Long-term debt, less current portion (Note 11) 651.8 871.8
Accrued pension and other postretirement benefits,

less current portion (Note 12) 109.2 130.7
Reserve for discontinued operations and other liabilities (Motes 3 and 13) 296.3 261.3
Other liabilities 773 68.8
Minority interests in consolidated companies 44.8 46.5
Commitments and contingent liabilities (Notes 13, 17 and 19)
Stockhelders’ equity (Notes 14 and 15)
Preferred stock, no par value, authorized 5,000,000 shares;

no shares issued in 2001 or 2000 - -
Common stock, $0.10 par value, authorized 130,000,000 shares

in 2001 and 2000; issued 39,234,578 shares in 2001

and 38,662,349 shares in 2000 3.9 3.9
Capital in excess of par value of common stock 217.5 181.6
Retained earnings 691.8 1,398.9
Accumulated other comprehensive loss (1856.8) (272.6)
Treasury stock, common, at cost; 7,929,281 shares in 2001

and 7,977,709 shares in 2000 (507.6) (511.4)
Total stockholders’ equity 218.8 800.4
Total liabilities and stockholders’ equity $ 2,477.2 $ 3,061.7

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements of Cash Flows

(In miilions)

Year Ended December 31 2001 2000 1999

Cash provided (required) by cperating activities

of continuing operations:
Income from continuing operations before cumulative

effect of change in accounting principle $  (306.3) $ 1256 $ 1587
Adjustments to reconcile income from continuing operations

before cumulative effect of change in accounting principle to

cash provided by operating activities of continuing operations:

Depreciation and amortization 131.6 129.8 128.5
Gains on divestitures of businesses (Note 5) - - (55.5)
Asset impairments (Note 6) 323.1 10.1 23.1
Restructuring and other charges (Note 7) 280.4 35.2 11.1
Deferred income taxes (Note 10) (200.3) (19.0) 3.9
Minority interests 2.3 4.6 5.1
Other 2.3 (21.4) 1.9

Changes in operating assets and liabilities,
excluding the effect of acquisitions and divestitures
of businesses and formation of a joint venture:

Accounts receivable sold (Note 1) (34.0) (8.9) 120.1
Trade receivables, net (48.7) 70.9 (6.9)
Inventories (40.9) (0.2) 24.9
Other current assets and other assets (54.8) 15.9 0.6
Accounts payable, accrued payroll,
other current liabilities and other liabilities (208.6) (31.1) 24.5
Income taxes payable (4.5) 7.5) %.7)
Accrued pension and other postretirement benefits, net (31.6) (5.7) (10.7)
Cash provided (required) by operating activities (90.0) 298.3 424.6
Cash provided (required) by discontinued operations (Note 3) (119.3) (56.0) 17.4
Cash provided (required) by investing activities:
Acquisitions and joint venture investments (Note 4) (0.3) - (236.9)
Capital expenditures {145.6) (197.3) (195.4)
Proceeds from divestitures of businesses (Note s5) - - 199.3
Distribution from Astaris (Note 4) - 88.8 -~
Proceeds from disposal of property, plant and equipment 11.3 5.5 2.6
(Increase) decrease in investments (z0.3) 5.6 (18.3)
. Cash required by investing activities (254.9) (97.4) (248.7)
Cash provided (required) by financing activities:
Net proceeds from issuance (repayment) of commercial paper 44.6 (191.5) 23.9
Net increase (decrease) under uncommitted credit facilities (28.6) (37.9) 39.7
Net increase (decrease) in other short-term debt 8.5) (11.2) (72.3)
Increase in long-term debt 20.0 - 84.6
Contribution from Technologies, net (Note 2) 430.7 117.9 122.8
Repayment of long-term debt (228.3) (51.7) (270.1)
Distributions to minority partners (3.2) (2.8) (5.9)
‘Issuances of common stock 39.8 15.8 7.4
Repurchase of capital stock, net (Note 15) - (0.6) (136.4)
Cash provided (required) by financing activities 376.5 (162.0) (206.3)
Effect of exchange rate changes on cash and cash equivalents 3.8 0.5 0.6
Increase (decrease) in cash and cash equivalents 16.1 (16.6) (12.4)
Cash and cash equivalents, beginning of year 7.3 23.9 36.3
Cash and cash equivalents, end of year $ 234 $ 73 $ 239

Supplemental cash flow information: Cash paid for interest was $79.1 million, $101.6 million and $118.7 million and cash paid
for income taxes, net of refunds, was $18.0 million, $33.3 million and $27.0 million for 2001, 2000 and 1999, respectively.

The accompanying notes are an integral part of the consolidated financial statements.




Consolidated Statements of
Changes in Stockholders’ Equity

(In millions, except par value)

Common Accumulated
Stock, Capital Other
So.10 in Excess Retained Comprehensive Treasury  Comprehensive
Par Value of Par Earnings Income (loss} Stock Income (loss)
Balance December 31, 1998 $38 $ 1584 $ 10757 $ (1341) % (374.4) $ 1084
Net income 212.6 $ 2126
Stock options and awards exercised (Note 14) 7.4
Purchases of treasury shares (Note 15) (135.9)
Net purchases of shares for benefit plan trust (Note 15) (0.5)
Foreign currency translation adjustments (Note 16) 61.9) (61.9)
Minimum pension liabitity adjustment (Note 12) 7.5) (7.5)
Balance December 31, 1999 3.8 165.8 1,288.3 (203.5) (510.8) $ 143.2
Net income 110.6 $ 1106
Stock options and awards exercised (Note 14) 0.1 15.8
Net purchases of shares for benefit plan trust (Note 15) (0.6)
Foreign currency translation adjustments (Note 16) (69.8) (69.8)
Minimum pension liability adjustment (Note 12) 0.7 0.7
Balance December 31, 2000 3.9 181.6 1,398.9 (272.6) 611.4) $ 415
Net income (loss) (337.7) $ (337.7)
Stock options and awards exercised (Note 14) 35.9
Net purchases of shares for benefit plan trust (Note 15) 3.8
Gain from sale of Technologies stock 140.1
Equity distribution related to spin-off
of Technologies (Note 2) (509.5) 115.0
Net deferred loss on derivative contracts (Notes 1 and 17) (16.6) (16.6)
Fareign currency translation adjustments (Note 16) (12.5) (12.5)
Minimum pension liability adjustment (Note 12) (0.1) (0.1)
Balance December 31, 2001 $39 S$2175 $ 6018 S (1868) S (507.6) S (366.9}

The accompanying notes are an integral part of the consolidated financial statements.
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NOTE 1 PRINCIPAL ACCOUNTING POLICIES

Nature of operations. FMC Corporation (“FMC” or “the company”)
is a diversified chemical company serving agricultural, industrial
and consumer markets globally with innovative solutions,
applications and quality products. FMC increased its focus
on the chemical industry in 2001 by spinning off its non-
chemical business segments, Energy Systems and Food and
Transportation Systems, into a separately owned public company,
FMC Technologies, Inc. (“Technologies”) (Note 2). The company
operates in three distinct business segments: Agricultural
Products, Specialty Chemicals and industrial Chemicals.
Agricultural Products provides crop protection and pest control
products for worldwide markets. Specialty Chemicals
includes food ingredients that are used to enhance structure,
texture and taste; pharmaceutical additives for binding and
disintegrant use; and lithium specialties for pharmaceutical
synthesis and energy storage. Industrial Chemicals encom-
passes a wide range of inorganic materials in which FMC
possesses market and technology leadership, including
soda ash, hydrogen peroxide, phosphorus and peroxygens in
both North America and in Europe through FMC's subsidiary,
FMC Foret, S.A.

Consclidation. The consolidated financial statements include
the accounts of FMC and all significant majority-owned
subsidiaries and ventures. All material intercompany accounts
and transactions are eliminated in consolidation.

Basis of presentatien. In 2001 the company spun off a
significant portion of its business into FMC Technologies, a
separately-owned public company (Note 2). The spin-off,
which was completed through a tax-free dividend, was
accounted for in accordance with Accounting Principles
Board Statement No. 30 (“APB 30”). The Consolidated
Statements of Income and Consolidated Statements of Cash
Flows for the periods ended December 31, 2000 and 1999
and all corresponding footnotes, have been reclassified to
reflect Technologies as a discontinued operation. The
Consolidated Balance Sheet for the year ended December 31,
2000, along with the corresponding footnotes, have also
been reclassified with the net assets to be distributed to
Technologies segregated and shown as a current asset. The
Consolidated Statements of Changes in Stockholders’ Equity
has not been reclassified.

Interest expense. Net interest expense, for all periods presented,
has been allocated to discontinued operations based on net
assets in accordance with APB 30 and later relevant accounting
guidance. The amount of net interest expense allocated to
discontinued operations was $6.8 million (net of an income tax
benefit of $4.4 million), $18.8 million (net of an income tax
benefit of $12.1 million) and $18.5 million (et of an income tax
benefit of $11.8 million) for 2001, 2000 and 1999 respectively.

Use of estimates. The preparation of financial statements
in conformity with accounting principles generally accepted
in the United States of America requires management to
make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the financial statements
and the reported amounts of revenue and expenses during
the reporting period. Actual results are likely to differ from
those estimates, but management does not believe such
differences will materially affect the company’s financial position,
results of operations or cash flows,

Investments. Investments in companies in which FMC’s
ownership interest is 50.0 percent or less and in which FMC does
not exercise significant influence are accounted for using the
equity method after eliminating the effects of any material
intercompany transactions. All other investments are carried
at their fair values or at cost, as appropriate.

Cash equivalents. The company considers investments in
all liquid debt instruments with original maturities of three
months or less to be cash equivalents.

Accounts receivable. The company sells trade receivables
without recourse through its wholly owned bankruptcy-remote
subsidiary, FMC Funding Corporation. The subsidiary then
sells the receivables to a securitization company under an
accounts receivable financing facility on an ongoing basis.
These transactions resulted in reductions of accounts receivable
of $79.0 million and $113.0 million at December 31, 2001 and
2000, respectively. Net discounts recognized on sales of
receivables are included in selling, general and administrative
expenses in the consolidated statements of income and
amounted to $0.8 million, $0.2 million and $1.6 million for
the years ended December 31, 2001, 2000 and 1999, respectively.
The agreement for the sale of accounts receivable provides
for continuation of the program on a revolving basis expiring
in November 2002. The company accounts for the sales
of receivables in accordance with the requirements of
Statement of Financial Accounting Standards (“SFAS™) No. 140,
“Accounting for Transfers and Servicing of Financial Assets and
Extinguishment of Liabilities,” which the company adopted
in 2001.

Inventories. Inventories are stated at the lower of cost
or market value. Inventory costs include those costs
directly attributable to products before sale, including all
manufacturing overhead but excluding costs to distribute. All
domestic inventories, excluding materials and supplies, are
determined on a last-in, first-out (“LIFO”) basis (Note 8).

Property, plant and equipment. Property, plant and equipment,
including capitalized interest, are recorded at cost.
Depreciation for financial reporting purposes is provided
principally on the straight-line basis over the estimated useful
lives of the assets (land improvements - 20 years, buildings
- 20 to 50 years, and machinery and equipment — 3 to 18
years). Gains and losses are reflected in income upon sale or
retirement of assets. Expenditures that extend the useful lives
of property, plant and equipment or increase productivity are
capitalized. Ordinary repairs and maintenance are charged to
operating costs.

Asset impairments. The company reviews the recovery of
the net book value of property, plant and equipment in
accordance with SFAS No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets
to be Disposed Of,” for impairment whenever events and
circumstances indicate that the net book value of an asset
may not be recoverable from the estimated undiscounted
future cash flows expected to result from its use and even-
tual disposition. In cases where undiscounted expected
future cash flows are less than the net book value, an
impairment loss is recognized equal to an amount by which
the net book value exceeds the fair value of assets. The company
will be revising its impairment review process in 2002 in




accordance with SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets.”

Restructuring and other charges. Management continually
performs strategic reviews and assesses the return on its
business. This sometimes results in a plan to restructure the
operations of a business. When a plan is final, an accrual for
severance and other contractual obligations is recorded.

Capitalized interest. Interest costs of $9.4 million in 2001
($9.0 million in 2000 and $2.3 million in 1999) associated
with the construction of certain long-lived assets have been
capitalized as part of the cost of those assets and are being
amortized over the assets’ estimated useful lives.

Deferved costs and other assets. Unamortized capitalized
software costs totaling $35.7 million and $40.1 million at
December 31, 2001 and 2000, respectively, are components
of other assets, which also include bond discounts and other
deferred charges. Capitalized software costs are amortized
over expected useful lives ranging from three to ten years.
Recoverability of deferred software costs is assessed on an
ongoing basis, and write-downs to net realizable value are
recorded as necessary.

Goodwill and intangible assets. Goodwill and identifiable
intangible assets (such as trademarks) are amortized on a
straight-line basis over their estimated useful or legal lives,
not exceeding 40 years. The company periodically evaluates
the recoverability of the net book value of goodwill and
intangible assets based on expected future undiscounted
cash flows for each operation having a significant goodwill
balance. In cases where undiscounted expected future cash
flows are less than the net book value, an impairment loss
is recognized equal to an amount by which the net book
value exceeds the fair value of assets. Goodwill and intangible
amortization amounted to $19.4 miltion, $13.5 million and
$12.0 million for the years ended December 31, 2001, 2000
and 1999, respectively. The company will be adopting
SFAS 142, “Goodwill and Other Intangible Assets,” in 2002.
(See “New Accounting Pronouncements.”)

Revenue recognition. Revenue is recognized when the
earnings process is complete, which is generally upon transfer
of title, which occurs upon shipment.

Income taxes. Current income taxes are provided on
income reported for financial statement purposes adjusted
for transactions that do not enter into the computation of
income taxes payable. Deferred tax liabilities and assets are
recognized for the expected future tax consequences of
temporary differences between the carrying amounts and the
tax bases of assets and liabilities. Income taxes are not
provided for the equity in undistributed earnings of foreign
subsidiaries or affiliates when it is management’s intention
that such earnings will remain invested in those companies,
but are provided in the year in which the decision is made
to repatriate the earnings.

Foreign currency translation. Assets and liabilities of most
foreign operations are translated at exchange rates in effect
at the balance sheet date, and the foreign operations’
income statements are translated at the monthly exchange
rates for the period. For operations in non-highly inflationary
countries, translation gains and losses are recorded as a

component of accumulated other comprehensive income
{loss) in stockholders’ equity until the foreign entity is sold
or liguidated. For operations in highly inflationary countries
and where the local currency is not the functional currency,
inventories, property, plant and equipment, and other non-
current assets are converted to U.S. dollars at historical
exchange rates, and all gains or losses from conversion are
included in net income. Foreign currency effects on cash and
cash equivalents and debt in hyperinflationary economies

" are included in interest income or expense.

Derivative financial instruments. FMC mitigates certain
financial exposures, including currency risk and energy
purchase exposures, through a controlled program of risk
management that includes the use of derivative financial
instruments., The company enters into foreign exchange contracts,
including forward, option combination, and purchased
option contracts, to reduce the effects of fluctuating foreign
currency exchange rates.

FMC adopted SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” (“SFAS No. 133") and
SFAS No. 138, “Accounting for Certain Derivative Instruments
and Certain Hedging Activities,” an amendment of SFAS No.
133, on January 1, 2001. These Statements establish accounting
and reporting standards that require every derivative instrument
to be recorded on the consolidated balance sheet as either
an asset or a liability measured at its fair value. SFAS No. 133
requires the transition adjustment resulting from adopting
these Statements to be reported in net income or accumulated
other comprehensive income, as appropriate, as the
cumulative effect of a change in accounting principle.
Accordingly, on January 1, 2001, the company recorded the
fair value of all outstanding derivative instruments as assets
or liabilities on the consolidated balance sheet. The transition
adjustment was a $0.9 million after-tax loss to earnings and
$16.4 million after-tax gain to accumulate other comprehensive
income. The loss was recorded as a cumulative effect of a
change in accounting principle.

In accordance with the provisions of SFAS No. 133, as
amended, the company recognizes all derivatives on the balance
sheet at fair value. On the date the derivative instrument is
entered into, the company generally designates the derivative
as a hedge of a forecasted transaction or of the variability of
cash flows to be received or paid related to a recognized
asset or liability (cash flow hedge). Changes in the fair value
of a derivative that is designated as and meets all the
required criteria for a cash flow hedge are recorded in
accumulated other comprehensive income and reclassified
into earnings as the underlying hedged item affects earnings.
Changes in the fair value of a derivative that is not designated
as a hedge are recorded immediately in earnings.

For periods prior to 2001, gains and losses on foreign
currency hedges of existing assets and liabilities are included
in the carrying amounts of those assets or liabilites and are
ultimately recognized in income when those carrying amounts
are converted. Gains and losses related to foreign currency
hedges of firm commitments also are deferred and included in
the basis of the transaction when it is complete. Gains and
losses on unhedged foreign currency transactions are included
in income as part of cost of sales or services. Gains and losses
on derivative financial instruments that protect the company
from exposure in a particular currency, but do not currently
have a designated underlying transaction, are also included in
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income as part of cost of sales or services. If a hedged item
matures, is sold, extinguished, or terminated, or is related to
an anticipated transaction that is no’langer likely to take
place, the derivative financial instrument related to the
hedged item is closed out and the related gain or loss is
included in income as part of cost of sales or services or
interest expense as appropriate in relation to the hedged
item. Also, FMC purchased exchange-traded contracts to
manage exposure to energy purchases used in the company’s
manufacturing processes. Gains and losses on these contracts
are included as adjustments to cost of sales or service when
the contracts are settled.

FMC formally documents all relationships between hedging
instruments and hedged items, as well as its risk manage-
ment objective and strategy for undertaking various hedge
transactions. This process includes relating all derivatives
that are designated cash flow hedges to specific forecasted
transactions. The company also formally assesses, both at
the inception of the hedge and on an ongoing basis,
whether each derivative is highly effective in offsetting
changes in fair values or cash flows of the hedged item. If it
is determined that a derivative is not highly effective as a
hedge, or if a derivative ceases to be a highly effective
hedge, the company will discontinue hedge accounting with
respect to that derivative prospectively. The gains and losses
reported for the ineffective portion of its cash flow hedges
were minimal for 2001.

Cash flows from hedging contract settlements are reported
in the statements of cash flows in the same categories as the
cash flows from the transactions being hedged.

Treasury stock. Shares of common stock repurchased
under the company’s stock repurchase plans are recorded at
cost as treasury stock and result in a reduction of stock-
holders’ equity in the consolidated balance sheets. When the
treasury shares are reissued under FMC’s stock compensation
plans, the company uses a FIFO method for determining
cost. The difference between the cost of the shares and the
reissuance price is added to or deducted from capital in
excess of par value of common stock.

Eamings (loss) per common share (“EPS™). Basic EPS has
been computed by dividing net income by the weighted average
number of shares of common stock outstanding during the
year. Diluted EPS has been computed by dividing net income
(loss) by the weighted average number of shares of common
stock outstanding during the year plus the weighted average
number of additional common shares that would have been
outstanding during the year if potentially dilutive common shares
had been issued under the company’s stock compensation plans.
In periods such as 2001, when a net loss from continuing
operations has been recorded, basic shares outstanding are
used to compute both basic and diluted EPS, as the use
of diluted shares would be anti-dilutive. The weighted average
numbers of shares outstanding used to calculate the
company’s annual EPS were as follows:

{In thousands)

December 31 2001 2000 1999
" Basic 34,052 30,439 31,516
Diluted 33,052 31,576 32,377

Segment information. The company’s determination of its
reportable segments based on its strategic business units
and the commonalities among the products and services
within each segment corresponds to the manner in which the
company’s management reviews and evaluates operating
performance. FMC has combined certain similar operating
businesses that meet applicable criteria established under
SFAS No. 131, “Disclosures about Segments of an Enterprise
and Related Information.”

Agricultural Products, Specialty Chemicals and Industrial
Chemicals have been identified as the reportable segments
of the company under SFAS No. 131. Business segment data
are included in Note 20. Segment operating profit is defined
as total revenue less operating expenses. The following
items have been excluded in computing segment operating
profit: corporate staff expense, interest income and expense
associated with corporate debt facilities and investments,
income taxes, gains (or losses) on divestitures of businesses
(Note ©), restructuring and other charges (Note 7), asset
impairments (Note 6), LIFO inventory adjustments, and other
income and expense items. Information about how asset
impairments, restructuring, and other charges relate to FMC’s
businesses at the segment level is discussed in Notes 6 and 7.

Segment assets and liabilities are those assets and liabilities
that are recorded and reported by segment operations.
Segment operating capital employed represents segment
assets less segment liabilities. Segment assets exclude
corporate and other assets, which are principally cash equivalents,
LIFO reserves, deferred income tax benefits, eliminations of
intercompany receivables, property and equipment not
attributable to a specific segment, and credits relating to the
sale of receivables. Segment liabilities exclude substantially
ali debt, income taxes, pension and other postretirement
benefit liabilities, environmental reserves, restructuring
reserves, deferred gains on sale and leaseback of equipment,
fair value of currency contracts, intercompany eliminations,
and reserves for discontinued operations.

Geographic segment revenue represents sales by location
of the company's customers. Geographic segment long-lived
assets include investments, net property, plant and equipment,
and other non-current assets. Geographic segment data are
included in Note 20.

Environmental obligations. The company provides for
environmental-related obligations when they are probable
and amounts can be reasonably estimated. Where the available
information is sufficient to estimate the amount of liability,
that estimate has been used. Where the information is only
sufficient to establish a range of probable liability and no
point within the range is more likely than any other, the
lower end of the range has been used.

Estimated obligations to remediate sites that involve over-
sight by the U.S. Environmental Protection Agency (“EPA"),
or similar government agencies, are generally accrued no
later than when a Record of Decision (“ROD™), or equivalent,
is issued, or upon completion of a Remedial
Investigation/Feasibility Study (“RIfFS”) that is accepted by
FMC and the appropriate government agency or agencies.
Estimates are reviewed quarterly by the company’s environmental
remediation management, as well as by financial and legal
management and, if necessary, adjusted as additional
information becomes available. The estimates can change




substantially as additional information becomes available
regarding the nature or extent of site contamination, required
remediation methods, and other actions by or against
governmental agencies or private parties.

The company’s environmental liabilities for continuing and
discontinued operations are principally for costs associated
with the remediation and/or study of sites at which the company
is alleged to have disposed of hazardous substances. Such
costs principally include, among other items, RI/FS, site
remediation, costs of operation and maintenance of the
remediation plan, fees to outside law firms and consultants for
work related to the environmental effort, and future monitoring
costs. Estimated site liabilities are determined based upon
existing remediation laws and technologies, specific site
consultants’ engineering studies or by extrapolating experience
with environmental issues at comparable sites.

Provisions for environmental costs are reflected in income,
net of probable and estimable recoveries from named
Potentially Responsible Parties (“PRPs”) or other third parties.
Such provisions incorporate inflation and are not discounted
to their present values.

In calculating and evaluating the adequacy of its environ-
mental reserves, the company has taken into account the
joint and several liability imposed by the Comprehensive
Environmental Response, Compensation and Liability Act
(“CERCLA™) and the analogous state laws on all PRPs and
has considered the identity and financial condition of each
of the other PRPs at each site to the extent possible.
The company has also considered the identity and financial
condition of other third parties from whom recovery is anticipated,
as well as the status of the company’s claims against such
parties. In general, the company is aware of a degree of
uncertainty in disputes regarding the financial contribution
by certain named PRPs, which is common to most multi-
party sites. Although the company is unable to forecast the
ultimate contributions of PRPs and other third parties with
absolute certainty, the degree of uncertainty with respect
to each party is taken into account when determining the
environmental reserve by adjusting the reserve to reflect the
facts and circumstances on a site-by-site basis. The company
believes that recorded recoveries related to PRPs are realizable
in all material respects. Recoveries are recorded in the
reserve for discontinued operations and other liabilities.

Mew accounting standards adopted. FMC adopted SFAS
No. 133,"Accounting for Derivative Instruments and Hedging
Activities,” and SFAS No. 138, “Accounting for Certain
Derivative Instruments and Certain Hedging Activities,” an
amendment of SFAS No. 133. These Statements establish
accounting and reporting standards for derivative instruments.
See discussion of the effects of this adoption under “Derivative
Financial Instruments.”

New accounting pronocuncements. In June 2001, the
Financial Accounting Standards Board (“FASB”) issued SFAS
No. 141, “Business Combinations.” SFAS Na. 141 requires that
all business combinations be accounted for by the
purchase method and adds disclosure requirements related
to business combination transactions. SFAS No. 141 also
establishes criteria for the recognition of intangible assets
apart from goodwill. This Statement applies to all business
combinations for which the acquisition date was July 1, 2001
or later. The company intends to implement the provisions
of SFAS No. 141 in any of its future business combinations.

On june 30, 2001, the FASB issued SFAS No. 142,
“Goodwill and Other Intangible Assets,” which establishes
guidelines for the financial accounting and reporting of
acquired goodwill and other intangibles. With the adoption of
SFAS No. 142, goodwill is no longer subject to amortization;
rather it will be subject to at least an annual assessment for
impairment by applying a fair value based test. The company
is required to adopt the provisions of this pronouncement no
later than the beginning of 2002; however, goodwill and
other intangible assets acquired after June 30, 2001, are
subject immediately to the amortization provisions of this
statement. FMC had no material acquisitions of goodwill or
other intangibles in the second half of 2001. The company
will adopt the amortization provisions of SFAS No. 142
beginning in the first quarter of 2002. The company believes
adopting SFAS No. 142 will result in approximately a $4.0
million pre-tax benefit to earnings in zoo02.

In June 2001, the FASB issued SFAS No. 143, “Accounting
for Asset Retirement Obligations.” SFAS No. 143 addresses
financial accounting and reporting for obligations associated
with the retirement of tangible long-lived assets and the
associated asset retirement costs. The company is required
to adopt the provisions of this pronouncement no later than
the beginning of fiscal 2003 and is evaluating the potential
impact of adopting SFAS No. 143.

In August 2001, the FASB issued SFAS No. 144,
“Accounting for the Impairment or Disposal of Long-Lived
Assets.” The Statement supersedes SFAS No. 121 and the
Statement also supersedes APB No. 30 provisions related to
the accounting and reporting for the disposal of a segment
of a business. This Statement establishes a single accounting
madel, based on the framewark established in SFAS No. 121,
for long-lived assets to be disposed of by sale. The
Statement retains most of the requirements in SFAS No. 121
related to the recognition of impairment of long-lived assets
to be held and used. The Statement is effective for fiscal
years beginning after December 15, 2001. The company is
evaluating the potential impact of adopting SFAS No. 144.

Reclassifications. Certain prior period amounts have been
reclassified to conform to the current period’s presentation.

NOTE 2 FRMC'S PLAN FOR REORGANIZATION

In October 2000, the company announced it was initiating a
strategic reorganization (the “reorganization” or “separation”)
that ultimately would split the company into two independent
publicly held companies — a chemical company and a
machinery company. The remaining chemical company, which
continues to operate as FMC Corporation, includes the
Agricultural Products, Specialty Chemicals and industrial
Chemicals business segments. The new machinery company,
FMC Technologies, Inc. (“Technologies™) includes FMC's former
Energy Systems and Food and Transportation Systems
business segments.

On June 1, 2001, in accordance with the Separation and
Distribution Agreement between the two companies, FMC
distributed substantially all of the net assets comprising the
businesses of Technologies. On June 19, 2001, Technologies
completed an initial public offering (“IPO”) of 17 percent
of its equity through the issuance of common stock. FMC
continued to own the remaining 83 percent of Technologies
through December 31, 2001.
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Subsequent to the (PO, Technologies made payments of
$480.1 million to FMC in exchange for the net assets distributed
to Technologies on June 1, 2001. The payments received by FMC
were used to retire short-term and long-term debt. During
the second quarter of 2001, FMC recognized a $140.1 million
gain in stockholders’ equity on the sale of Technologies stock.
FMC expects to make a final payment in 2002 for the remaining
shared expense amounts owed to Technologies.

On November 29, 2001, FMC’s Board of Directors approved
the spin-off of the company’s remaining 83 percent ownership
in Technologies through a tax-free distribution to FMC's
stockholders. Effective December 31, 2001, the company
distributed approximately 1.72 shares of Technologies common
stock for every share of FMC common stock based on the
number of FMC shares outstanding on the record date,
December 12, 2001. The distribution resulted in a reduction of
stockholders’ equity of $509.5 million.

The total after-tax costs related to the spin-off were $31.6
million through December 31, 2001, of which $15.1 million
has been classified as discontinued operations.

NOTE 3 DISCONTINUED OPERATIONS

Effective December 31, 2001 the company completed the
spin-off of its Energy Systems and Food and Transportation
Systems business segments to its stockholders as an
independent publicly-held company, FMC Technolegies, Inc.
(Note 2). The company recorded a loss from discontinued
operations of $42.5 million ($30.5 million after tax). Included
in this amount are earnings of Technologies, interest expense
of $11.2 million, which was allocated to discontinued operations
in accordance with APB 30 and later relevant accounting
guidance, costs related to the spin-off and additional income
tax provision related to the reorganization of FMC's world-
wide entities in anticipation of the separation of Technologies
from FMC. In addition, the company recorded a charge of
$18.0 million for updated estimates of environmental remediation
costs related to FMC’s other discontinued businesses.

During 2000, the company recorded a net loss from dis-
continued operations of $17.7 million ($15.0 million after tax).
Of this amount, $64.0 million are the earnings of the spun-
off Technologies business including interest expense of
$30.9 million. Also included is a $80.0 million loss for a
settlement of litigation related to our discontinued Defense
Systems business, and a charge of $1.7 million for interest
on postretirement benefit obligations.

FMC recorded net income from discontinued operations of
$73.5 million ($53.9 million after tax) in 1999. Of this amount,
$79.2 million related to the eamings of the spun-off Technologies
businesses, including allocated interest expense of $30.3 million.
Results of discontinued operations in 1999 included gains
of $53.7 million from the sale of properties in California that
were formerly used by our divested defense business (as
discussed below). In addition, in the fourth quarter of 1999,
the company provided $59.4 million in response to updated
estimates of environmental remediation costs, primarily at
our former Defense Systems sites, and increased estimates
of our liabilities for general liability, workers’ compensation,
postretirement benefit obligations, legal defense, property
maintenance and other costs.

During the year ended December 31, 1999, FMC sold several
real estate properties formerly used by United Defense, L.P,,
and our Defense Systems operations divested by our company
in 1997. In the second quarter of 1999, the company received
$33.5 million in cash, recognizing a gain of $29.5 million,
and in the fourth gquarter of 1999, we received $31.0 million
in cash, recognizing a gain of $24.2 million (net of income tax
provision of $9.4 million), related to property sales.

Reserve for Discontinued Operations and Other Liabilities.
With the exception of certain real estate for which FMC has
short-term or long-term remediation obligations, disposals of
the assets of discontinued operations have been completed
within one year of the date the discontinuation plan was
approved. [n addition to the 1997 sale of the company’s
Defense Systems operations, residual liabilities relate to
operations discontinued between 1976 and 1984 — primarily the
Fitm and Fiber, Chlor-Alkali, Power Transmission and Construction
Equipment businesses. Most residual liabilities are of a long-
term nature and will be settled over a number of years.

The company’s results of discontinued operations comprised the following:

(In millions)

Year Ended December 31

2001 2000 1999

Earnings (losses) of discontinued operations of Energy Systems and
Food and Transportation Systems (net of income taxes of $19.1 million

in 2001; $12.3 million in 2000 and $21.9 million in 1999)®

$ (19.8) % 517 $57.3

Provision for liabilities related to previously discontinued operations
(net of income tax benefits of $7.1 million in 2001; $15.0 million

ih 2000 and $23.2 million in 1999)

Gain on sale of Defense Systems properties (net of income taxes

of $20.9 million)

(10.9) {66.7) (36.2)

- - 32.8

Discontinued operations, net of income taxes

$ (zo5) $ (15.0) $ 539

(1) Results reported separately by Technologies are reparted on a stand-alone basis and differ from results of discontinued operations as reported here.




The reserve for discontinued operations and other liabilities
consists of obligations for discontinued operations and
for the long-term portion of the company’s environmental
remediation at continuing operations and at other closed
sites. See Note 13 for further information regarding the
nature of FMC's environmental liabilities. Liabilities totaled
$296.3 million and $261.3 million at December 31, 2001 and
2000, respectively. The liability at December 31, 2001 comprised
$203.5 million (net of recoveries) for environmentat remediation
and study obligations, most of which relate to former chemical
plant sites; $38.0 million for product liability and other
potential claims; $52.1 million for retiree medical and life
insurance benefits provided to employees of former chemical
businesses and the Construction Equipment business; and
$2.7 million related to the sale of the Defense Systems and
Chlor-Alkali operations.

The company’s obligation related to the settlement of
litigation for discontinued operations amounted to $80.0
million and was included in other current liabilities at
December 31, 2000. See Note 19.

The company uses actuarial methods, to the extent
practicable, to monitor the adequacy of product liability and
postretirement benefit reserves on an ongoing basis. The
environmental liabilities are subject to the accounting and
review practices described in Notes 1 and 13. While the
amounts required to settle the company’s liabilities for
discontinued operations could ultimately differ materially
from the estimates used as a basis for recording these
liabilities, management believes that changes in estimates or
required expenditures for any individual cost component will
not have a material adverse impact on the company’s
liquidity or financial condition in any single year and that,
in any event, such costs will be satisfied over many vears.

Spending in 2001, 2000 and 1999, respectively, included
$43.4 million, $53.5 million and $64.2 million for environ-
mental obligations; $3.4 million, $7.9 million and $12.2 million
for product liability and other claims; $3.3 million, $5.5 million
and $4.8 million for retiree benefits; and $4.3 million,
$4.7 million and $5.2 million related to net settlements of
Defense Systems obligations. Environmental recoveries in 2001,
2000 and 1999 were $12.5 million, $14.2 million and $56.9
million, respectively.

NOTE 4 BUSINESS COMBINATIONS AND JOINT VENTURES

All acquisitions were accounted for using the purchase
method and, accordingly, the purchase prices have been
allocated to the assets acquired and liabilities assumed
based on the estimated fair values of such assets and lia-
bilities at the dates of acquisition. The excess of the pur-
chase prices over the fair values of the net tangible assets
acquired has been recorded as intangible assets, primarily
goodwill, which has been amortized over periods ranging
from 10 to 40 years. The company is currently reviewing the
impact of the adoption of SFAS No. 141 {(Note 1). Had the
below acquisitions occurred at the beginning of the earliest
period presented, the effect on FMC's consolidated financial
statements would not have been significantly different from
the amounts reported, and accordingly, pro forma financial
information has not been provided.

The purchase prices for all the below acquisitions were
satisfied from cash flows from operations and external
financing. Results of operations of the acquired companies

have been included in the company’s consolidated state-
ments of income from the respective dates of acquisition.

On June 30, 1999, the company completed the acquisition
of the assets of Pronova Biopolymer AS (“Pronova”) from a
wholly-owned subsidiary of Norsk Hydro for approximately
$184.0 million in cash. The company made an additional
payment of $3.3 million in January 2000 as final settlement
of the transaction. Pronova, headquartered in Drammen,
Norway, is a leading producer of alginates used in the
pharmaceutical, food and industrial markets. The company
recorded goodwill and other intangible assets totaling
approximately $135.0 million related to the acquisition.
Pronova’s operations are included in the Specialty
Chemicals segment.

Also on June 30, 1999, FMC acquired the assets of Tg Soda
Ash, Inc. (“TgSA”) from Elf Atochem North America, Inc. for
approximately $51.0 million in cash and a contingent payment
due at yearend 2003. The contingent payment amount,
which will be based on the financial performance of the
combined soda ash operations between 2001 and 2003,
cannot currently be determined but could be as much as
$75.0 million. No goodwill was recorded as a result of this
transaction. TgSA’s operations are included in the Industrial
Chemicals segment.

Joint ventures. Effective April 1, 2000, FMC and Solutia Inc.
(“Solutia®) formed a joint venture that includes the North
American and Brazilian phosphorus chemical operations of both
companies. The joint venture, Astaris LLC (“Astaris”), is a
limited liability company owned equally by FMC and Solutia.

Solutia’s equity interest in the Fosbrasil joint venture,
which is engaged in the production of purified phosphoric
acid (“PPA”), was also transferred and became part of
Astaris. Astaris has also assumed all FMC/NuWest agree-
ments relating to a PPA facility being built near Soda
Springs, Idaho, and will purchase all of the PPA output from
that facility as part of those agreements. The phosphate
operations of FMC Foret were retained by FMC and were not
transferred to the joint venture. Following its formation,
Astaris divested certain operations in Lawrence, Kansas, and
plant assets located in Augusta, Georgia.

Effective April 1, 2000, FMC has accounted for its investment
in Astaris under the equity method. FMC's share of Astaris’
earnings is included in the Industrial Chemicals segment.
FMC’s sales of phosphorus chemicals were $327.0 million for
the year ended December 31, 1999, and $79.2 million for the
three months ended March 31, 2000.

In the third quarter of 2000, FMC received a cash distribution
from Astaris of $110.3 million. This amount included $21.5
million in satisfaction of FMC’s receivable from the joint
venture, resulting from FMC providing its share of operating
capital to the joint venture during the interim period
between its formation and the procurement of financing from
an external source.

Assets and liabilities transferred by FMC to the joint venture
(including inventory, property and all other contributed
accounts) have been deconsolidated from FMC’s balance
sheet. Restructuring charges and asset impairments (Notes 6
and 7) in 2001 resulted in FMC’s equity investment in Astaris
being fully impaired. FMC’s equity investment in Astaris totaled
$24.0 million at December 31, 2000.

35




36

Notes to Consolidated Financial Statements wontines

The company completed a number of smaller acquisitions
and joint venture investments during the years ended
December 31, 2001, 2000 and 1999.

NOTE 5 BUSINESS DIVESTITURES

On July 9, 1999, the company completed the sale of its
Bioproducts business to Cambrex Corporation for $38.2 million
in cash, resulting in a pre-tax gain of $20.1 million ($12.2 million
after tax). The Bioproducts business was included in the
Specialty Chemicals segment and had 1999 revenue of $13.3
million (through the date of divestiture).

On July 31, 1999, FMC completed the sale of its process
additives business to Great Lakes Chemical Corporation for
$161.1 million in cash, resulting in a gain of $35.4 million on
both a pre-tax and after-tax basis. The process additives
business was included in the Specialty Chemicals segment
and had 1999 revenue of $98.5 million (through the date
of divestiture).

The company also completed a number of smaller divestitures
during the years ended December 31, 2001, 2000 and 1999.

NOTE 6 ASSET IMPAIRMENTS

The company periodically reviews the recorded value of
its long-lived assets, to determine if the future cash flows to
be derived from these properties will be sufficient to recover
the remaining recorded asset values.

Asset impairments totaled $323.1 million ($233.8 million
after tax) for 2001 compared to $10.1 million ($6.2 million
after tax) in 2000. Based upon a comprehensive review of
FMC’s long-lived assets the company recorded asset impair-
ment charges of $211.9 million related to our U.S. based
phosphorus business. The components of asset impairments
related to this business include a $171.0 million impairment
of environmental assets built to comply with a RCRA Consent
Decree (“Consent Decree”) at the Pocatello, Idaho facility
and a $36.5 million impairment charge for the company’s
investment in Astaris. (See Note 4.) Driving these charges
were a decline in market conditions, the loss of a potential
site on which to develop economically viable second purified
phosphoric acid (“PPA”} plant and our agreement to pay into
a fund for the Shoshone-Bannock Tribes as a result of an
agreement to support a proposal to amend the Consent Decree
to permit the earlier closure of the largest remaining waste
disposal pond at Pocatello. in addition, FMC recorded an
impairment charge of $98.9 million related to its Specialty
Chemicals segment’s lithium operations in Argentina. The
company established this operation, which includes a lithium
mine and processing facilities, approximately five years ago
in a remote area of the Andes Mountains. With the entry of
a South American manufacturer into this business, resulting
in decreased revenues and following the continuation of other
unfavorable market conditions, the company’s lithium assets in
Argentina became impaired as the total capital invested is not
expected to be recovered. An additional $12.3 million of charges
related to the impairment of assets in our cyanide operations.

During 2000 FMC recorded asset impairments of $10.1 million
($6.2 million after tax}. Impairments of $9.0 million were
recognized because of the formation of Astaris (Note 4),
including the write down of certain phosphorus assets
retained by the company and the accrual of costs related to
the company’s planned closure of two phosphorus facilities.
Other impairments were due to the impact of underlying
changes within the Specialty Chemicals segment.

In the third quarter of 1999, FMC recorded asset impainnents
of $23.1 million ($14.1 million after tax). Asset impairments
of $14.7 million were required to write off the remaining net
book values of two U.S. lithium facilities. Both facilities were
constructed to run pilot and development quantities for new
lithium-based products. During the third quarter of 1999,
management determined that it would not be feasible to use
the facilities as configured. Additionally, an impairment
charge of $8.4 million was required to write off the remaining
net book value of a caustic soda facility in Green River,
Wyoming. Estimated future cash flows related to this facility
indicated that an impairment of the fuil value had occurred.

NOTE 7 RESTRUCTURING AND OTHER CHARGES

A change in market conditions and corporate strategy
resulted in restructuring and other charges of $280.4 million
($172.1 million after tax) in 2001, a charge of $35.2 million
($21.7 million after tax) in 2000, and a charge $11.1 million
($6.8 mitlion after tax) in 1999.

During the second quarter of 2001, the company recorded
$175.0 million in restructuring and other charges including
$160.0 million related to its Industrial Chemicals segment’s
U.S. based phosphorus business. The components included in
restructuring and other charges related to the phosphorus
business were as follows: a $68.7 million reserve for further
required Consent Decree spending at the Pocatello site;
$42.7 million of financing obligations to the Astaris joint
venture and other related costs; and a $40.0 million reserve for
the payments to the Shoshone-Bannock Tribes and $8.6 million
of other related charges. In addition, restructuring charges
for the quarter included $8.0 million related to FMC's corporate
reorganization. The remaining charges of $7.0 million were
for the restructuring of two smaller chemical facilities. The
company reduced its workforce by approximately 135 people
in connection with these restructuring activities.

During the third quarter of the year, the company recorded
restructuring charges of $8.5 million. These charges were
largely for reorganization costs and corporate restructuring
activities including severance and contract commitment
costs. (See Note 2.)




FMC recorded restructuring and other charges of $95.9
million in the fourth quarter of 2001. Most of these charges
related to the company’s decision to shut down operations
at Pocatello. These charges include: $36.3 million for its
share of Astaris shutdown costs including plant demolition,
environmental cleanup, waste removal and other activities;
also included are $44.6 million of Pocatello costs related to
plant shutdown, severance and other activities. In addition,
$12.5 million of severance and other costs related to the
Agricultural Products segment were recorded as a result of the
company’s decision to restructure research and development
and certain administrative expenses. The remaining charges
reflected restructuring initiatives in our Specialty Chemicals
segment and in corporate.

in the third quarter of 1999, we recorded restructuring and
other charges of $11.1 million ($6.8 million after tax).
Restructuring and other charges of $9.2 million resulted
primarily from strategic decisions to divest or restructure a
number of businesses and support departments, including
certain Agricultural Products and certain corporate and
shared service support departments. The remaining charge
related to actions, including headcount reductions, required
to achieve planned synergies from acquisitions of businesses
in Specialty Chemicals.

The following table shows a roliforward of restructuring and other reserves for 2001 and the related spending and other changes:

Workforce-Related,

Facility Shutdown Financing

Costs and Other Consent Qbligations
(In millions}) Reserves Tribal Fund® Decree® to Astaris® Reorganization Total
Reserve at 12/31/2000 $ 4.8 $ - $ — $ - $ - $ 48
Increase in reserves 97.3 40.0 68.7 42.7 31.7 280.4
Cash payments (23.7) (30.0) (34.2) (14.7) (8.0) (110.6)
Non-cash charges (5.8) - (34.5)% - (15.9% (55.4)
Reserve at 12/31/2001 $ 726 $ 10.0 $ — $ 280 $ 86 $ 119.2

(1) Phosphorus related.

{2) Refates to a change in the reserve as a result of the company’s dectision to shut down operations at Pocatello.
(3) Costs related to the spin-off of Technologies reclassified to discontinued operations.

FMC reduced its workforce by approximately 182 people in
connection with the third and fourth quarter restructuring
activities.

During 2000, the company recorded restructuring and
other charges of $35.2 million ($21.7 million after tax).
Restructuring charges of $20.6 million were attributable to
the formation of Astaris and the concurrent reorganization of
our Industrial Chemicals sales, marketing and support organ-
izations, the reduction of office space requirements in our
Philadelphia chemical headquarters and pension expense
related to the separation of phosphorus personnel from the
company. In addition, the company recorded environmental
accruals of $12.5 million because of increased cost estimates
- for ongoing remediation of several phosphorus properties.
Other restructuring charges included $2.1 million for other
projects. Of the approximately 350 employee severances that
were expected to occur through the completion of these
programs in 2000, 281 occurred at December 31, 2000 while
the remainder occurred in 2001. Spending related to this
reserve was $14.9 million in 2000 and $o.5 million in 2001.
Non-cash charges were $2.5 million in 2000.

MNOTE 8 INVENTORIES

The current replatement cost of inventories exceeded
their recorded values by $194.9 million at December 31, 2001
and $190.6 million at December 31, 2000. The effect of reducing
certain LIFO quantities carried at lower than prevailing costs
was not material to LIFO expense in 2001 and 2000.
Approximately 60 percent of inventories in 2001 and 59 percent
in 2000 are recorded on the LIFO basis.

Inventories consisted of the following:
(In millions)

December 31 2001 2000

Finished goods

and work in process $ 1417 $ 119.8
Raw materials 65.5 51.6
Net inventory $ 207.2 $ 1714
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NOTE 9 PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consisted of the following:

(In miltions)

The provision (benefif) for income taxes attributable to income
(loss) from continuing operations before a cumulative effect
of a change in accounting principle consisted of:

December 31 2001 2000
Land and land improvements $ 1560 $ 1551
Buildings 375.7 363.9
Machinery and equipment 1,929.4 2,172.8
Construction in progress 77.1 130.3
Total cost 2,538.2 2,822.1
Accumulated depreciation 1,450.4 1,463.3
Net property, plant and equipment $ 1,087.8  $ 1,358.8

Depreciation expense was $112.2 million, $116.3 million
and $116.5 million in 2001, 2000 and 1999, respectively.

NOTE 10 INCOME TAXES

Domestic and foreign components of income from continuing
operations before income taxes and the cumulative effect of
a change in accounting principle are shown below:

(In mitlicns)
Year Ended December 31 2001 2000 1999
Current:
Federal $ 1058 $ 173 $ 120
Foreign 22.0 32.1 21,1
State 1.2 2.6 (0.6)
Total current 33.7 52.0 32.5
Deferred (z00.3) (19.0) 3.9
Total $ (366.6) $ 330 $ 36.4

Total income tax provisions (benefits) were allocated
as follows:

(In millions)

Year Ended December 31 2001 2000 1999

(In millions)

Year Ended December 31 2001 2000 1999

Domestic $(5373) $ 641 $ 413

Foreign 4.4 94.5 153.8
$ 1586 $195.1

Total $ (472.9)

Continuing operations
before the cumulative
effect of a change in

accounting principle $ (266.6) $33.0 $36.4

Discontinued operations 12.0 2.7) 19.6
Cumulative effect of a change

in accounting principle> (c.9) — -
Items charged directly

to stockholders’ equity (7.1} (3.0) (1.1}
Total $ (162.6) $273 $54.9




Significant components of the deferred income tax provision
(benefit} attributable to income (loss) from continuing operations
before income taxes and the cumulative effect of a change
in accounting principle are as follows:

{In millions)

Year Ended December 31 2001 2000 1999

Deferred tax (exclusive of the

valuation allowance) $ (204.3) $ (19.0) $5.0
“Increase (decrease) in the

valuation allowance for

deferred tax assets 4.0 - (1.1)

The effective income tax rate applicable to income from
continuing operations before income taxes and the cumulative
effect of a change in accounting principle were different from
the statutory U.S. Federal income tax rate due to the factors
listed in the following table:

(Percent of income from continuing operations before income taxes
and the cumulative effect of a change in accounting principle)

Year Ended December 31 2001 2000 1999

Statutory U.S. tax rate (35%) 35% 35%

Deferred income tax |
provision (benefit) $(200.3) $(19.0) $39

Significant components of the company’s deferred tax
assets and liabilities were attributable to:

(In millions)

December 31 2001 2000

Reserves for discontinued operations,

Net difference:
U.S export sales benefit (2) @) 3)
Percentage depletion (1) (4) 4)
State and local income )

taxes, less federal income

tax benefit (5) 1 0
Foreign earnings subject

to different tax rates (2) (10) (11)
Impact of Argentina

asset impairment 8 o o}
Non-taxable portion of gain

on sale of business o o )

Tax on intercompany dividends
and deemed dividend for

environmental and restructuring $ 347.4 $ 109.0
Accrued pension and other

postretirement benefits 32.4 49.1
Other reserves £6.2 75.2
Alternative minimum and foreign tax

credit carryforwards 72.8 52.4
Net operating loss carryforwards 5.3 1.2
Other 21.8 1.5
Deferred tax assets 5350 288.4
Valuation allowance (s8.0) (14.0)

Deferred tax assets,

net of valuation allowance $ 517.0 $274.4

tax purposes 1 1 1
Nondeductible expenses 1 1 1
Minority interests 1 1 1
Equity in earnings of affiliates

not taxed (1) (1) 0
Change in valuation allowance [+] s} 6
Other [ 1 (1)
Total difference o (14) (16)
Effective tax rate (35%) 21% 19%

Property, plant and equipment $ 166.7 $ 110.2
Other 8.0 21.3

Deferred tax liabilities $ 1747 $ 1315

Net deferred tax assets $ 343.2 $ 1429

The company has recognized that it is more likely than
not that certain future tax benefits may not be realized as a
result of current and future income. Accordingly, the valuation
altowance has been increased in the current year to reflect
lower than anticipated net deferred tax asset utilization.

FMC’s federal income tax returns for years through 1997
have been examined by the Internat Revenue Service (“IRS”)
and substantially all issues have been settled. Management
believes that adequate provision for income taxes has been
made for the open years 1998 and after and for any unsettled
issues prior to 1998. U.S. income taxes have not been
provided for the equity in undistributed earnings of foreign
consolidated subsidiaries ($297.4 million and $371.3 million
at December 31, 2001 and 2000, respectively) or foreign
unconsolidated subsidiaries and affiliates ($14.5 million and
$15.8 million at December 31, 2001 and 2000, respectively).
Restrictions on the distribution of these earnings are not
significant. Foreign eamings taxable to the company as dividends
were $94.3 million, $51.5 million and $126.2 million in 2001,
2000 and 1999, respectively.
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NOTE 11 DEBT
Long-term debt

Long-term debt consists of the following:
(In miltions)

December 31 2001 2000

Pollution control and
industrial revenue bonds,
3.2% to 7.1%, due 2001
to 2032 $ 2218 $ 204.0

Debentures, 6.375%, due 2003,
less unamortized discount
(2001 ~ $0.2; 2000 - $0.3),
effective rate 6.4% 160.3 199.7

Debentures, 7.75%, due 2011,
less unamortized discount
(2001 ~ $0.3; 2000 - $0.6),
effective rate 7.8% 45.2 82.4

Medium-term notes, 6.38% to
7.32%, due 2002 to 2008,
less unamortized discounts
(2001 ~ $0.7, 2000 - $1.1),
effective rates 6.4% to 7.4% 330.9 368.4

Exchangeable senior
subordinated debentures,

6.75%, due 2005 28.8 39.9
Other - 0.1
Total 787.6¢ 8945
Less: current portion 135.2 22.7
Long-term portion $651.8 $ 8718

FMC maintains a universal shelf registration under which,
at December 31, 2001, $345.0 million of debt or equity securities
could be issued. During 2001 and 2000, the company did
not issue new long-term debt. During 1999 the company
borrowed $50.0 million at 6.45 percent interest with a maturity
of 2032 from the proceeds of Power County, Idaho’s Solid
Waste Disposal Revenue Bonds. Undrawn bond proceeds of
$8.4 million and $9.8 million at December 31, 2001 and 2000,
respectively, are included in investments on the consolidated
balance sheets and are being used to fund capital projects
related to solid waste disposal.

At December 31, 2001, long-term debt included $28.8 million
in exchangeable senior subordinated debentures bearing
interest at 6.75 percent, maturing in 2005 and exchangeable
by the holders at any time into common stock of Meridian
Gold, Inc. (NYSE: MDG), the successor of a former subsidiary
of FMC, at an exchange price of $15.125 per share, subject
to adjustment. The company no longer holds any shares of
Meridian Gold and under the terms of the agreement may
pay the holders in cash an amount equal to the market price
of Meridian Gold common stock in lieu of delivery of the
shares. The debentures are subordinated in right of payment
to all existing and future indebtedness of the company. The

debentures are currently redeemable at the option of FMC at
par plus accrued interest upon at least thirty days prior written
notice. The company redeemed $11.1 million of these debentures
during 2001 and $8.5 million during 2000.

The company redeemed $117.2 million, $42.5 million and
$250.0 million in debentures and medium-term notes in 2001,
2000 and 1999, respectively. These debentures and notes had
maturity dates ranging from 2001 through 2011, with interest
rates at 6.375 percent to 7.75 percent.

Short-term debt

Short-term debt of $136.5 million at December 31, 2001
and $113.0 million at December 31, 2000 consisted of
commercial paper, borrowings under credit facilities, and
foreign borrowings.

The company elected not to renew an unused 364-day
committed credit facility for $350.0 million that expired in
July 2000. In July 2001, the company elected to reduce the
availability of the committed $450.0 million non-amortizing
revolving credit agreement to $300.0 million. In December
2001, the company replaced the $300.0 million credit agree-
ment with a committed $240.0 million non-amortizing
revolving credit agreement due in December 2002. The total
amount outstanding under this facility at December 31, 2001
was $68.0 million. No amounts were outstanding under the
former credit facility at December 31, 2000. Among other
restrictions, the credit agreement contains financial
covenants related to leverage (measured as the ratio of debt
to adjusted earnings), interest coverage (measured as the
ratio of interest expense to adjusted eamings), and consolidated
net worth. FMC was in compliance with all debt covenants at
December 31, 2001. In January 2002 the company arranged
a supplemental $50.0 million committed credit facility to meet
short-term seasonal financing needs. This credit facility
expires on August 31, 2002.

The company’s short-term commercial paper program is
supported by committed credit facilities and provides for the
issuance of up to $300.0 million in aggregate maturity value
of commercial paper at any given time. Commercial paper of
$33.0 million was outstanding at December 31, 2001 and
$16.8 million was outstanding at December 31, 2000.
Effective rates on commercial paper were 3.2 percent at
December 31, 2001 and 6.6 percent at December 31, 2000.

Outstanding foreign and other short-term borrowings
totaled $35.5 million at December 31, 2001 and $46.2 mil-
lion at December 31, 2000.

The company had advances under uncommitted credit
facilities of $50.0 million at December 31, 2000. There were
no outstanding uncommitted credit facilities balances at
December 31, 2001.

Compensating balance agreements

FMC maintains informal credit arrangements in many
foreign countries. Foreign lines of credit, which include over-
draft facilities, typically do not require the maintenance of
compensating balances, as credit extension is not guaranteed
but is subject to the availability of funds.




NOTE 32 PENSIONS AND CTHER POSTRETIREMENT BENEFITS
The funded status of the company’s domestic qualified and non-qualified pension plans, the United Kingdom pension plan,

the defined benefit portion of the company’s Canadian retirement plan and the company’s domestic postretirement healthcare

and life insurance benefit plans for continuing operations, together with the associated balances recognized in the company’s
consolidated financial statements as of December 31, were as follows:

(In millions)

Pensions Other Benefits

December 31 2001 2000 2001 2000

Accumulated benefit obligation:

Plans with unfunded accumulated benefit obligation $ 2608 % 436 s - $ -

Change in benefit abligation:

Benefit obligation at January 1 $ 1,001.8 $1,020.5 $ 105.0 $ 108.9
Spin-off of Technologies (Note 2) (361.3) - (35.1) -
Service cost 12.0 24.9 1.0 2.2
Interest cost 46.8 72.1 5.6 7.9
Actuarial (gain) or loss 44.6 (19.9) 16.5 (5.4)
Amendments (3.2) 0.8 1.0 -
Divestitures 8.3) (47.6) - -
Foreign currency exchange rate changes {0.5) (13.1) - -
Curtaitments and settlements 6.9) (11) - —
Plan conversion - 5.7 - —
Plan participants’ contributions 0.2 1.1 5.2 5.6
Special termination benefits - 3.2 -~ -
Benefits paid (38.1) (53.8) (31.8) (14.2)

Benefit obligation at December 31 687.1 1,001.8 87.4 105.0 “

Change in fair value of plan assets:

Fair value of plan assets at January 1 . 953.9 909.4 - -
Spin-off of Technologies (Note 2) (328.9) — — -
Actual return on plan assets 33.8 140.8 - -
Divestitures 8.7) (47.6) - -
Curtailments and settlements (8.1) (1.3) - -
Foreign currency exchange rate changes {0.6) (14.2) - -
Company contributions 28.0 11.4 6.6 8.6
Plan conversion - 8.1 - —
Plan participants’ contributions 0.2 1.1 5.2 5.6
Benefits paid (38.1) (53.8) (21.8) (14.2)

Fair value of plan assets at December 31 631.5 953.9 - -

Funded status of the plan (liability) (55.6) (47.9) @7.4) (105.0)

Unrecognized actuarial loss (gain) 20.6 (31.7) 12.3 6.7)

Unrecognized prior service cost (income) 7.5 20.0 (z3.2) (30.3)

Unrecognized transition asset (e.9) (13.4) - —

Net amount recognized in the balance sheet
for discontinued operations at December 31 - 24.9 - 47.4

Net amount recognized in the balance sheet at December 31 $ (284) $ (481) $(@83) $ (94.6)

Prepaid benefit cost $ .2 % 126 $ - $ -

Accrued benefit liability (40.3) (97.9) 88.3) (142.0)

Intangible asset 2.4 5.5 -~ -

Accumulated other comprehensive income 8.3 6.8 - -

Net amount recognized in the balance sheet
for discontinued operations at December 31 - 24.9 - 47.4

Net amount recognized in the balance sheet at December 31 $ (284) $ (481) $(@83) $ (94.6)
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The following table summarizes the assumptions used and the components of net annual benefit cost (income) for the years
ended December 31:

Pensions Other Benefils
Year Ended December 31 ' 2001 2000 1999 2001 2000 1999
Assumptions as of September 30:
Discount rate 7.00% 7.50% 7.50% 7.00% 7.50%  7.50%
Expected return on assets 9.25% 9.25% 9.25% - - -
Rate of compensation increase 4.25% 4.25% 5.00% - - -
Components of net annual
benefit cost (in millions):
Service cost $ 120 $ 12.3 $ 17.9 $ o9 $ 1.2 $ 14
Interest cost 456.8 48.0 45.8 5.6 5.3 5.0
Expected return on plan assets (55.4) (56.4) (55.2) - - -
Amortization of transition asset 4.9} (16.0) (15.8) - - -
Amortization of prior service cost 2.0 2.9 3.0 (6.0) 6.1) 6.1)
Recognized net actuarial (gain) loss (1.2} (1.4) (0.6) (0.3) (0.3) -
Curtailment and settlement 4.2 0.2 - - - -

Net annual benefit cost (income)
from continuing operations $ 3.8 $ (10.4) $ (4.9) $ 0.2 $ o041 $ o3
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Net annual benefit cost
from discontinued operations -

Net annual benefit cost (income) $ 38 $ (5.4) $ 31 $ 0.2 $ o3 $ 1.0

The change in the discount rate used in determining
domestic pension and other postretirement benefit obligations
from 7.50 percent to 7.00 percent increased the projected
pension and other postretirement benefit obligations by $39.6
million and $4.4 million, respectively, at December 31, 2001.

Effective May 1, 2001, in connection with the IPO of
Technologies, the company transferred $251.5 million in
qualified domestic pension plan assets to Technologies’
pension trust. As a result of the transfer, the company’s qualified
pension plan obligation was reduced by $262.3 million.
This initial allocation of assets and obligations between the
company’s and Technologies’ plans and trusts was estimated.
The final allocation of obligations following agreements
entered into by the company and Technologies pursuant to
the separation and in accordance with the Employee
Retirement Income Security Act of 1974 (“ERISA™) guidelines
will be determined during 2002. Also in connection with the
IPO of Technologies, the benefit obligation for the company’s
nongualified pension plans was reduced by approximately
$21.0 million. The company also transferred $77.4 million in
foreign pension plan assets to Technologies’ foreign plans
and trusts, which in turn reduced the company’s foreign
pension plan obligation by approximately $78.0 million.
In addition, effective December 31, 2001, a portion of the
company’s domestic other postretirement benefit obligations
was assumed by Technologies.

In connection with the 1999 divestiture of the process
additives business (Note 5), the company transferred $8.7
million in qualified domestic pension plan assets to the buyer’s
pension plan during 2001, and in turn reduced the company’s
qualified pension plan obligation by $8.3 million.

The postretirement medical obligations shown reflect a
change in the assumed medical trend rate effective
December 31, 2001. For measurement purposes, 10 percent
and 12 percent increases in the per capita cost of health care
benefits for pre-65 and post-65 retirees, respectively,
were assumed for 2002, grading down to an ultimate rate of
6 percent in 2009 and later years. The ultimate rate assumption
used previously was 5 percent for 2001 and later years.

The change in the rate of compensation increase used in
determining pension plan obligations from 5.00 percent to
4.25 percent decreased the projected benefit obligation by
approximately $20.0 million at December 31, 2000.




Assumed health care cost trend rates have an effect on the
amounts reported for the health care plan. A one-percentage
point change in the assumed health care cost trend rates
would have the following effects at December 31, 2001:

(In miltions)

One Percentage One Percentage
Point Increase Point Decrease

Effect on total of
service and interest
cost components
of net annual benefit
cost (income) $ 0.2 $ (0.2

Effect on postretirement
benefit obligation $ 2.4 $ (2.1)

The company has adopted SFAS No. 87, “Employer’s
Accounting for Pensions,” for its defined benefit plans for
substantially all employees in the United Kingdom and
Canada. The financial impact of compliance with SFAS No. 87
for other non U.S. pension plans is not materially different
from the locally reported pension expense. The cost of
providing pension benefits for foreign employees, net of the
cost associated with Technologies’ foreign pension plans
in 2000 and 1999, was $1.6 million in 2001, $1.2 million in
2000 and $6.7 million in 1999.

As a result of the 1999 divestiture of the process additives
business (Note 5), the FMC United Kingdom pension plan
transferred $47.6 million of assets and liabilities to the
buyer’s pension plan in September 2000.

In April 2000, the company formed Astaris, a joint venture
(Note 4). As a result, the former Phosphorus Chemical
Division’s active employees began receiving benefits under
Astaris plans and are not accruing further benefit in the FMC
plan, the effect of which was a reduction in annual service
cost of approximately $2.0 million. Under the joint venture
agreement, Astaris agreed to fund an equal portion of FMC's
and Solutia’s future postretirement benefit payments. FMC's
receivable from Astaris, representing the minimum amount of
cash to be received under this portion of the agreement,
amounted to $17.4 million at December 31, 2001 and $18.9
million at December 31, 2000, and is included as part of the
company’s recorded investment in the joint venture.

FRC Corporation Savings and Investment Plan. The FMC
Corporation Savings and Investment Plan (formerly known as
the FMC Employees’ Thrift and Stock Purchase Plan) is a
qualified salary-reduction plan under Section 4o1(k) of the
Internal Revenue Code in which substantially atl domestic
employees of the company may participate by contributing
a portion of their compensation. The company matches con-
tributions up to specified percentages of each employee’s
compensation depending on how the employee allocates his
or her contributions. On September 28, 2001, in connection
with the spin-off of Technologies, the company transferred

the 401(k) plan assets relating to Technologies’ plan participants
to a separate trust established for the Technologies’ Savings
and Investment Plan. Charges against income for the company’s
matching contributions, net of forfeitures and net of matching
contributions associated with Technologies (for 2000 and
1699 only) were $7.3 million in 2001, $7.7 million in 2000,
and $8.4 million in 1999.

NOTE 13 ENVIRONMENTAL OBLIGATIONS

FMC is subject to various federal, state and local environmental
laws and regulations that govern emissions of air pollutants,
discharges of water pollutants, and the manufacture, storage,
handling and disposal of hazardous substances, hazardous
wastes and other toxic materials. The company is also subject
to liabilities arising under CERCLA and similar state laws that
impose responsibility on persons who arranged for the disposal
of hazardous substances, and on current and previous owners
and operators of a facility for the clean-up of hazardous
substances released from the facility into the environment.
In addition, the company is subject to liabilities under
the RCRA and analogous state laws that require owners
and operators of facilities that treat, store or dispose of
hazardous waste to follow certain waste management
practices and to clean up releases of hazardous waste into
the environment associated with past or present practices.

FMC has been named a PRP at 27 sites on the government’s
National Priority List. In addition, the company also has
received notice from the EPA or other regulatory agencies
that the company may be a PRP, or PRP equivalent, at other
sites, including 55 sites at which the company has determined
that it is reasonably possible that it has an environmental
liability. FMC, in cooperation with appropriate government
agencies, is currently participating in, or has participated in,
RI/FS or their equivalent at most of the identified sites, with
the status of each investigation varying from site to site.
At certain sites, RI/FS have just begun, providing limited
information, if any, relating to cost estimates, timing, or the
involvement of other PRPs; whereas, at other sites, the studies
are complete, remedial action plans have been chosen, or
RODs have been issued.

Environmental liabilities consist of obligations relating to
waste handling and the remediation and/or study of sites at
which the company is alleged to have disposed of hazardous
substances. These sites include current operations, previously
operated sites, and sites associated with discontinued operations.
The company has provided reserves for potential environ-
mental obligations that management considers probable and
for which a reasonable estimate of the obligation could be
made. Accordingly, total reserves of $260.4 million and
$232.0 million, respectively, before recoveries, were recorded
at December 31, 2001 and 2000. The long-term portion of
these reserves is included in the reserve for discontinued
operations and other liabilities on the consolidated balance
sheets and amounted to $244.1 million and $222.0 million
at December 31, 2001 and 2000, respectively. In addition, the
company has estimated that reasonably possible environ-
mental loss contingencies may exceed amounts accrued by
as much as $70.0 million at December 31, 2001.
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The company’s total environmental reserves include
$245.7 million and $218.3 million for remediation activities
and $14.7 million and $13.7 million for RI/FS costs at
December 31, 2001 and 2000, respectively. For the years
2001, 2000 and 1999, FMC charged $31.3 million, $44.3
million and $20.9 million, respectively, against established
reserves for remediation spending, and $12.1 million, $9.2
million and $43.3 million, respectively, against reserves for
spending on RI/FS. FMC anticipates that the remediation and
RI/FS expenditures for current operating, previously operated
and other sites will continue to be significant for the
foreseeable future.

To ensure FMC is held responsible only for its equitable
share of site remediation costs, FMC has initiated, and will
continue to initiate, legal proceedings for contributions from
other PRPs. FMC has recorded recoveries, representing probable
realization of claims against insurance companies, U.S.
government agencies and other third parties, of $41.3 million
and $46.9 million, respectively, at December 31, 2001 and
2000 (all of which is recorded as an offset to the reserve for
discontinued operations and other liabilities). Cash recoveries
for the years 2001, 2000 and 1999 were $12.5 million, $14.2
million and $56.9 million, respectively. Recoveries in 1999
included a settlement with a consortium of FMC's general
liability insurance carriers. During 2001 and 2000, the
company recognized additional receivables for recoveries of
$6.9 million and $0.9 million, respectively.

In October of 2001, the Astaris joint venture announced its
plans to cease production at the Pocatello, Idaho elemental
phosphorus facility. FMC is responsible for decommissioning
of the plant and remediation of the site at an estimated
incremental after-tax cost {(net of expected recoveries from
Astaris) of $46.7 million, which the company has reserved at
December 31, 2001. The estimated closure and remediation
costs include the remaining costs of compliance with a June
1999 Consent Decree settling outstanding violations under
RCRA at the Pocatello facility and costs to be incurred under
a 1998 ROD under CERCLA which addresses previously closed
ponds on the Pocatello facility portion of the Eastern
Michaud Flats Superfund Site. FMC had previously signed a
Consent Decree under CERCLA to implement this ROD, which
was lodged in court on July 21, 1999. On August 3, 2000,
the Department of Justice (“DOJ”) withdrew the CERCLA
Consent Decree and announced that it needed to review the
administrative record supporting its remedy selection decision.
FMC believes its reserves for environmental costs adequately
provide for the estimated costs of the existing ROD for the
site, the expenses previously described related to the RCRA
Consent Decree and the incremental costs associated with
the decommissioning and remediation of the facility associated
with the cessation of production. Management cannot
predict the potential changes in the scope of the ROD, if any,
resulting from the EPA’s remedy review, nor estimate the
potential incremental costs, if any, of such changes.

In October 2001, the company made a $30.0 million payment
into a fund for the Shoshone-Bannock Tribes as a result of a
second quarter agreement to support a proposal to amend
the RCRA Consent Decree permitting the earlier closure of the
largest remaining waste disposal pond at Pocatello. The
company reserved $40.0 million in the second quarter of 2001
for this payment. The remaining balance of the reserve will
be paid in five equal annual installments starting in 2002.

In the second quarter of 2000, FMC recorded a charge of
$12.5 million (net of $0.9 million of anticipated recoveries)
to provide additional reserves for ongoing remediation of
several phosphorus properties. Although these properties
are part of the Astaris joint venture (Note 4), FMC retains
certain remedial liabilities associated with the properties.
In the fourth quarter of 1999, FMC provided $25.9 million
(net of recoveries of $8.9 million), for environmental costs of
discontinued operations (Note 3). FMC also provided $1.6 million
related to environmental costs of continuing operations

in 1999.

On October 21, 1999, the Federal District Court for the
Western District of Virginia approved a consent decree
signed by the company, the EPA (Region II}) and the DO
regarding past response costs and future clean-up work at
the discontinued fiber-manufacturing site in Front Royal,
Virginia. As part of a prior settlement, government agencies
are expected to reimburse FMC for approximately one third
of the clean-up costs due to the government’s role at the
site. FMC’s $70 million portion of the settlement was charged
to earnings in 1998 and prior years.

Although potential environmental remediation expenditures
in excess of the current reserves and estimated loss contingencies
could be significant, the impact on the company’s future
financial results is not subject to reasonable estimation due
to numerous uncertainties concerning the nature and scope
of contamination at many sites, identification of remediation
alternatives under constantly changing requirements, selection
of new and diverse clean-up technologies to meet compliance
standards, the timing of potential expenditures, and the allocation
of costs among PRPs as well as other third parties.

The liabilities arising from potential environmental obligations
that have not been reserved for at this time may be material
to any one quarter or year’s results of operations in the
future. Management, however, believes any liability arising
from potential environmental obligations is not likely to have
a material adverse effect on the company’s liquidity or financial
condition and may be satisfied over the next 20 years
or longer.

Regarding current operating sites, the company spent
$87.4 million, $79.4 million and $64.0 million for the years
2001, 2000 and 1999, respectively, on capital projects relating
to environmental control facilities, the majority of which is
associated with the RCRA Consent Decree discussed above.
The company expects to spend approximately $15.9 million
and $12.1 million in 2002 and 2003, respectively. Additionally,
in 2001, 2000 and 1999, FMC spent $35.9 million, $44.0 million
and $61.1 million, respectively, for environmental compliance
costs, which are an operating cost of the company and are
not covered by established reserves.




NOTE 14 INCENTIVE COMPENSATION PLANS

The FMC 1995 Management Incentive Plan and the FMC
1995 Stock Option Plan, approved by the stockholders on
April 21, 1995, provided certain incentives and awards to
key employees. In 2000, the Compensation and Organization
Committee of the Board of Directors (the “Committee”)
which, subject to the provisions of the plans, reviews and
approves financial targets, and the times and conditions for
payment, adopted the FMC Corporation Stock Appreciation
Rights and Phantom Stock Plan to provide equity-based cash
compensation to foreign employees. Effective February 16,
2001, the FMC 1995 Management Incentive Plans and the
FMC Corporation Stock Appreciation Rights and Phantom
Stock Plans were merged with, and into, the FMC 1995 Stock
Option Plan. The merged plan was restated and renamed
the FMC Corporation Incentive Compensation and Stock
Plan (the “Plan”) and was approved by the stockholders on
April 20, 2001. The provisions for incentives under the Plan
provide for the grant of multi-year incentive awards payable
partly in cash and partly in common stock.

The provisions under the Plan and its predecessor plans
for stock options provide for regular grants of common stock
options, which may be incentive and/or nonqualified stock
options. The exercise price for stock options is not less than
the fair market value of the stock at the date of grant.
Options are exercisable at the time designated by the
Committee in the option (four years for grants prior to 1595
and three years for grants during 1995 and thereafter).
Incentive and nonqualified options expire not later than 10
years from the grant date (15 years for grants prior to 1996).

Under the plans adopted in 1995, three million shares
became available for awards and options granted in 1995
and later years. These shares are in addition to the shares
available from the predecessor plans. Cancellation (through
expiration, forfeiture or otherwise) of outstanding awards
and options granted after 1989 increases the shares available
for future awards or grants. On February 16, 2001, the
Committee approved an additional 800,000 shares for use
under the Plan. At December 31, 2001, 2.3 million shares
were available for future use under these plans. On February
14, 2002, the Committee approved an adjustment to the
share allocation, increasing it to 4.4 million, based on a
conversion factor of approximately 1.9, to reflect the change
in the value of the stock options and restricted shares
following the spin-off of Technologies. The Plan was also
amended to change the total number of shares under the
Plan from 3.8 million to 7.2 million.

The company has adopted the disclosure-only provisions
of SFAS No. 123, “Accounting for Stock-Based Compensation.”
Accordingly, no compensation cost has been recognized for
the Plan. Had compensation cost for options under the Plan
been determined based on the fair value at the grant date
for awards in 2001, 2000 and 1999, consistent with the
provisions of SFAS No. 123, the company’s net income and
diluted earnings per share for the three years ended
December 31, 2001 would have been reduced to the pro
forma amounts indicated below:

(Net income (loss) in millions)

2001 2000 1999
Net income (loss) .
- as reported $(337.7) $106 $212.6
Net income (loss)
- pro forma $(344.2) $109.8  $2112

Diluted earnings (loss)

per share — as reported $(10.86) $350 $6.57
Diluted earnings (loss)

per share - pro forma  $(12.07)  $3.48 $ 6.52

For 2000 and 1999, pro forma net income and pro forma
diluted earnings per share have been reclassified to reflect
the changes in stock-based compensation related to the
distribution of net assets related to the spin-off of
Technologies (Note 2).

The fair value of each option grant is estimated on the
date of grant using the Black-Scholes option-pricing model
with the following weighted-average assumptions used for
grants in 2001, 2000 and 1999, respectively: dividend yield
of o percent for all years; expected volatility of 33.0 percent,
30.7 percent and 22.9 percent; risk-free interest rates of 4.8
percent, 6.7 percent and 5.1 percent; and expected lives of
5 years for all grants. The weighted average fair value of stock
options, calculated using the Black-Scholes option-pricing
model, granted during the years ended December 31, 2001,
2000 and 1999 was $27.75, $19.94 and $15.07, respectively.
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The tables and discussion below reflect revised share amounts and prices, using a conversion factor of 1.9 established on
December 31, 2001, based on a ratio of FMC and Technologies closing stock prices on that date, following the spin-off of
Technologies (Note 2).

The following summary shows stock option activity for the three years ended December 31, 2001:

(Number of shares in thousands)

Number of Shares Weighted-Average
Optioned But Not Exercised Exercise Price Per Share

December 31, 1998

(3,306 shares exercisable) 6,013 $ 28.77
Granted 667 $ 2518
Exercised (204) $ 2168
Forfeited (299) $ 32.68
December 31, 1999

(3,857 shares exercisable) 6,177 $ 28.42
Granted 385 $ 26.69
Exercised (505) $ 22.89
Forfeited (197) $ 32.59
December 31, 2000

(4,118 shares exercisable) 5,860 $ 28.65
Granted 793 $ 38.65
Exercised (971) $ 24.69
Forfeited (128) $ 3138
Cancelled due to spin-off of Technologies (1,699) $ 38.85
December 31, 2001

(2,716 shares exercisable) 3,855 $ 30.84

The following tables summarize information about fixed-priced stock options outstanding at December 31, 2001:

Options Qutstanding

Number Cutstanding Weighted-Average Remaining Weighted-Average
Range of at December 31, 2001 Contractual Life Exercise Price
Exercise Prices {in thousands) (in years) Per Share
$15.47 - $ 23.60 344 3.7 $ 16.96
$ 24.26 ~$ 31.28 1,423 7.1 $ 25.82
$3213-$37.31 1,386 5.2 $ 35.35
$ 38.42 ~$ 43.28 702 9.1 $ 38.90
Total 3,855 6.5 $ 3084

Options Exercisable

Number Exercisable Weighted-Average
Range of at December 31, 2001 Exercise Price
Exercise Prices (in thousands) Per Share
$ 15.47 - $ 23.60 _ 344 $ 16.96
$ 24.26 ~$ 32.13 1,462 $ 27.90
$34.36 - $ 43.28 910 $ 37.05
Total 2,716 $ 20.58




On lanuary 2, 2002, an additional 155,380 shares became
excercisable at prices ranging from $25.18 to $25.31 with an
expiration date of March 22, 2009.

Under the Plan, discretionary awards of restricted stock
may be made to selected employees. The awards vest over a
period designated by the Committee, with payment conditional
upon continued employment. Compensation cost is recognized
over the vesting period based on the market value of the stock
on the date of the award. At December 31, 2001, 486,436
shares of restricted stock were outstanding under the plan.

Under the FMC Deferred Stock Plan for Non-Employee
Directors, a portion of the annual retainer for these directors
was deferred and paid in the form of shares of the company's
common stock upon retirement or other termination of their
directorships. Effective January 1, 1997, the Board of Directors
approved a comprehensive compensation plan that
terminated the retirement plan for directors and increased
the proportion of director compensation paid in common
stock of the company. Benefits provided for and earned
under the former plan were converted into stock units
payable in shares of common stock of the company upon
retirement from the Board based on the fair market value of
the common stock on December 31, 1996. At December 31,
2001, stack units representing an aggregate of 37,718 shares
of stock were credited to the non-employee directors’
accounts. In 1998 and 1999, non-employee directors were
also granted options to purchase shares of stock at the fair
market value of the stock at the date of grant. At December
31, 2001, options for 46,040 shares were outstanding at
prices ranging from $33.76 to $40.56. These grants vested
one vear from the grant date and expire after ten vyears.
Beginning in 2000, non-employee directors were paid in
restricted stock units in lieu of stock options. The restriction
on these shares lapsed on April 20, 2001. The shares,
however, will not be paid out until retirement from the
Board. At December 31, 2001 and December 31, 2000 units
representing 14,941 shares and 15,251 of stock were
outstanding, respectively.

NOTE 15 STOCKHOLDERS’ EQUITY

On December 31, 2001 the company distributed its remaining
83 percent ownership in Technologies. The distribution was
tax free, Each stockholder of record as of December 12, 2001
received approximately 1.72 shares of Technologies stock for
every share of FMC stock. Total shares of Technologies’
stock distributed were 53,950,000. The company recorded
the distribution through a $509.5 million decrease in retained
earnings and a $115.0 million decrease in the cumulative
translation loss.

The following is a summary of FMC's capital stack activity
over the past three years:

(Number of shares in thousands)

Common Treasury

Stock Stock
December 31, 1998 38,189 5,486
Stock options and awards 143 -
Stock for employee benefit trust, net - 12
Stock repurchases - 2,470
December 31, 1999 38,332 7,968
Stock options and awards 290 -
Stock for employee benefit trust, net — 10
December 31, 2000 38,622 7,978
Stock options and awards 612 -
Stock for employee benefit trust, net - (70)
Stock Repurchase - 21
December 31, 2001 39:234 7,929

During 1999, approximately 2.5 million shares were
acquired under the company’s stock repurchase plans at an
aggregate cost and $135.9 million. Shares of common stock
repurchased and contributed to a trust for an employee ben-
efit program (net of shares resold as needed to administer
the plan) were 9,470 shares in 2000 and 11,783 in 1999 at a
cost of approximately $0.6 million and $0.5 million, respec-
tively.

At December 31, 2001, 8.9 million shares of unissued FMC
common stack were reserved for stock options and awards.

At December 31, 2001 and 2000, accumulated other
comprehensive loss consisted of cumulative foreign currency
translation losses of $158.6 million and $234.4 million
and minimum pension liability adjustments of $o.1 million
and %0.7 million, respectively. Also included in accumulated
other comprehensive loss was a $16.6 million loss, net of
taxes of $10.2 million related to the decrease in the fair vatue
of currency and energy cash flow hedges (Notes 1 and 17).

Covenants of the revolving credit facility agreement (Note 11)
contain minimum net worth and other requirements, ‘with
which FMC was in compliance as of December 31, 2001.

On February 22, 1986, the Board of Directors of the company
declared a dividend distribution to each holder of record of
comrmion stock as of March 7, 1986, of one Preferred Share
Purchase Right for each share of common stock outstanding
on that date. Each right entitles the holder to purchase,
under certain circumstances related to a change in control of
the company, one one-hundredth of a share of Junior
Participating Preferred Stock, Series A, without par value, at
a price of $300 per share (subject to adjustment), subject to
the terms and conditions of a Rights Agreement dated
February 22, 1986 as amended through February 9, 1996. The
rights expire on March 7, 2006, unless redeemed by the
company at an earlier date. The redemption price of $.05 per
right is subject to adjustment to reflect stock splits, stock
dividends or similar transactions. The company has reserved
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400,000 shares of Junior Participating Preferred Stock for
possible issuance under the agreement.

NOTE 16 FOREIGN CURRENCY

The value of the U.S. dollar and other currencies in which

FMC operates continually fluctuate. The company’s results of -

operations and financial positions for all the years presented
have been affected by such fluctuations. The company enters
into certain foreign exchange contracts to mitigate the financial
risk associated with this fluctuation (Note 17). These contracts
typically qualify for hedge accounting under SFAS No. 133
(Notes 1 and 17). The company does not hedge 100 percent of
its currency transactions or monetary assets and liabilities.

Net income (loss) for 2001, 2000 and 1999 included aggregate
transactional foreign currency gains, These gains of $0.1 million,
$4.6 million and $2.2 million, respectively, excluded gains
(losses) of the change in fair value related to the settling and
ineffectiveness of cash flow hedges and gains (losses) related
to the change in fair value of foreign currency contracts not
qualifying as hedges (Note 17). Other comprehensive income
(loss) for 2001, 2000 and 1999 included a loss of $12.5 miltion,
$69.8 million and $61.9 million, respectively.

NOTE 17 FINANCIAL INSTRUMENTS AND RISK MANAGERENT

The company’s financial instruments include cash and
cash equivalents, trade receivables, other current assets,
accounts payable, and amounts included in investments and
accruals meeting the definition of financial instruments.
These financial instruments are stated at their carrying value
which is a reasonable estimate of fair value.

The following table of the estimated fair value of financial
instruments is based on estimated fair-value amounts that
have been determined using available market information
and appropriate valuation methods. Accordingly, the estimates
presented may not be indicative of the amounts that FMC
would realize in a current market exchange and do not represent
potential gains or losses on these agreements.

(in millions)

Carrying  Estimated
Amount  Fair Value

December 31, 2003

Assets (liabilities)

Foreign exchange forward contracts $ 3.2 $ 3.2
Energy forward contracts $ (292} $  (29.1)
Debt $ (923.5) $ (919.8)
{n millions)

December 31, 2000 Carrying  Estimated

Amount  Fair Value

Assets (liabilities)

Foreign exchange forward contracts $ 1.9 $ (2.4)
Energy forward contracts $ - $ 276
Debt $ (Loo7.5) $ (972:5)

Fair values of debt have been determined through a com-
bination of management estimates and information obtained
from independent third parties using market data, such as
bid/ask spreads on the last business day of the year.

Derivative financial instruments. The company conducts
its business in many foreign countries, exposing eamings, cash
flows, and the company’s financia! position to a series of foreign
currency risks. The majority of these risks originate through
foreign currency transactions. The company is also exposed
to risks in energy costs due to fluctuations in energy prices.

FMC’s policy is to minimize its cash flow exposure to
adverse changes in currency, energy prices and exchange
rates. This is accomplished through a controlled program
of risk management that includes the use of derivative
financial instruments. The company’s objective is to maintain
economically balanced currency risk management strategies
and energy risk management strategies that provide adequate
protection from significant fluctuations in the currency and
energy markets.

The company enters into foreign exchange contracts,
including forwards, options combination and purchased
option contracts, to reduce the cash flow exposure of foreign
currency fluctuations associated with monetary assets and
liabilities and highly anticipated transactions. The company
also enters into such contracts in an effort to mitigate energy
cost variances.

Hedge ineffectiveness and the portions of derivative gains
and losses excluded from assessments of hedge effectiveness
related to the company’s outstanding cash flow hedges and
which were recorded to earning for the year ended December
31, 2001, were less than $o.1 million. Changes in fair value
of derivatives qualifying as cash flow hedges are recorded in
accumulated other comprehensive income. At December 31,
2001 the net deferred after-tax hedging loss in accumulated
other comprehensive income was $16.6 million, of which
approximately $11.7 million in losses is expected to be realized
in earnings over the next twelve months ending December
31, 2002, at the time the underlying hedging transactions are
realized. At various times subsequent to December 31, 2002
the company expects tosses from cash flow hedge transactions
to total, in the aggregate, approximately $4.9 million. The
company recognized its derivative gains and losses in the
cost of sales line of the consolidated statements of income.

The company continues to hold certain forward contracts
that have not been designated as hedging instruments.
Contracts used to hedge the exposure to foreign currency
fluctuations associated with certain monetary assets and
liabilities are not designated as hedging instruments,
and changes in the fair value of these items are recorded
in earnings. The net gain recorded in earnings, in cost
of goods sold, for contracts not designated as hedging
instruments through December 31, 2001 was $1.2 million.

Fair values relating to derivative financial instruments
reflect the estimated amounts that the company would
receive or pay to terminate the contracts at the reporting
date based on quoted market prices of comparable contracts as
of December 31, 2001 and 2000. At December 31, 2001 and 2000,
derivative financial instruments consisted primarily of foreign
exchange forward contracts and energy forward contracts.




As of December 31, 2001 and 2000, the company held
foreign exchange forward contracts with notional amounts of
$1,227.1 million and $187.5 million, respectively, in which
foreign currencies (primarily Norwegian krone, euro, British
pound sterling, Japanese yen and Singapore dollar in 2001
and Norwegian krone, euro and British pound in 2000) were
purchased, and approximately $1,309.9 million and $314.7
million, respectively, in which foreign currencies (primarily
euro, Norwegian krone, Swedish krona, British pound sterling,
Brazilian real and Japanese yen in 2001 and euro, Swedish
krona, British pound sterling and Japanese yen in 2000} were
sold. Notional amounts are used to measure the volume of
derivative financial instruments.

Financial guarantees and letter of credit commitments.
FMC is a party to various financial instruments with off-balance-
sheet risk as part of its normal course of business, including
financial guarantees and contractual commitments to extend
financial guarantees under letters of credit and other assistance
to its customers and the customers of its related parties
(Notes 18 and 19). Decisions to extend financial guarantees
to its customers, and the amount of collateral required under
these guarantees, is based on management’s evaluation of
creditworthiness on a case-by-case basis. These financial
instruments represent elements of credit risk, which are not
recognized on FMC's consolidated balance sheet.

FMC believes exposure to credit losses in the event
of nonperformance by other parties is remote; therefore,
the national amounts listed below are not expected to
represent future cash requirements.

The table below displays amounts related to FMC’s financial
guarantees and contractual commitments to extend financial
guarantees and other assistance as of December 31, 2001.

(In millions)

December 31, 2001 Carrying  Estimated
Amount  Fair Value

Technologies

performance guarantees $ = $(289.0
Brazilian customer guarantees $ — $ (100
Guarantees of vendor financing $(56.00 $ (56.0
Astaris guarantee $ - $ (9

NOTE 18 RELATED PARTY TRANSACTIONS

FMC’s chemical and machinery businesses became two
independent companies in 2001 through the spin-off of
Technologies (see Note 2 for discussion of FMC's reorganization
plan). Prior to Technologies’ IPO, FMC and Technologies
entered into certain agreements, which are described below,
for purposes of governing the ongoing relationship between
the two companies at and after the date of the Technologies
separation from FMC.

After the reorganization and spin-off activities described in
Note 2, FMC and Technologies continued to be related in
several general and administrative areas. The Separation and
Distribution Agreement dated as of May 31, 2001 (the “SDA”)
includes provisions intended to govern this ongoing
relationship by establishing indemnity responsibilities,
allocating responsibility for costs of the IPO and distribution,
and establishing a process for the assignment of certain
operating costs both prior to and after the IPO. The
Agreement also identified the assets to be transferred and the
liabilities to be assumed by Technologies prior to the IPO.

According to the SDA, costs related to the IPO were the
responsibility of Technologies and costs related to the
distribution of Technologies shares were the responsibility of
FMC. These distribution costs, which were borne by FMC,
were immaterial. The two companies also agreed to equally
share most general and administrative costs prior to the
distribution, with FMC's share of these expenses totaling
$31.3 million in 2001.

The SDA provided for FMC and Technologies to enter into
arrangements to govern the various interim relationships
between the two companies. '

A transition service agreement between FMC and
Technologies, the provisions of which will largely terminate
on December 31, 2002, governs the provisions between the
two companies of certain support services such as cash man-
agement, accounting, tax, payroll, legal and other corporate,
general and administrative functions.

FMC and Technologies entered into a tax sharing agree-
ment wherein each company is obligated for those taxes
associated with their respective businesses, determined as
if each company fited its own consolidated, combined or
unitary tax returns for any period where Technologies is
included in the consolidated, combined or unitary tax return
of FMC or its subsidiaries. Additionally, responsibility for all
taxes for periods prior to the spin-off will be determined in
the same manner. If, within thirty months following the
spin-off, Technologies breaches any representations in the
tax sharing agreement relating to the favorable ruling FMC
received from the IRS regarding the tax-free nature of the
spin-off; takes or fails to take any action that causes such
representations to be untrue; engages in a sale of substantially
all of its assets; undergoes a change of control; or, discontinues
the conduct of its business, the spin-off may be taxable to
FMC. In the event the spin-off is determined to be taxable to
FMC as a result of any of the foregoing, Technologies will be
required to indemnify FMC for any resulting taxes, which
would likely be material to FMC’s liquidity, results of operations
and financial condition.

FMC and Technologies agreed that they would share insurance
coverage under FMC’s comprehensive general liability and
property policies during 2001 and 2002. FMC and
Technologies will also share, on an equal basis, past insurance
policies, subject to reservation of disproportionate coverage
in favor of FMC for all prior policy periods up to 1985. This
is to recognize certain legacy liabilities retained by FMC.
if either company uses more than its share of the policy coverage,
it must indemnify the other company to ensure that the
indemnified company’s share of policy coverage is unaffected.

49




50

Notes to Conseolidated Financial Statements continues

FMC agreed to guaranty the performance by Technologies
of certain obligations under a number of contracts, debt
instruments, and reimbursement agreements. The latter
agreements are associated with certain letters of credit. Prior
to the spin-off, these obligations related to the businesses
of Technologies. As of December 31, 2001, these guaranteed
obligations totaled $28g9.0 million. Under the SDA,
Technologies agreed to indemnify FMC for these obligations.

As of the distribution on December 31, 2001, and as of
the date of this annual report, a portion of the previously
identified shared costs and transitional costs have not been
finalized. A payable to Technologies for an outstanding
amount of $4.7 million is included in the December 31, 2001
consolidated balance sheet, but is subject to final approval
by both parties. In addition to these costs, FMC and
Technologies paid certain earnings distributions related to
the reorganization of a number of subsidiaries that had
resulted from the spin-off.

FMC and Technologies generally did not engage in any inter-
company commercial transactions; accordingly, there were no
significant intercompany purchases, sales, receivables or payables
in 2001, 2000, or 1999 from transactions of a commercial nature.

FMC's Board of Directors has several members who will
serve on Technologies’ Board of Directors. They include: B.A.
Bridgewater, Jr., Robert N. Burt, Edward J. Mooney, William F.
Reilly and James R. Thompson. Robert N. Burt is the former
Chief Executive Officer of FMC and will continue to serve as
an FMC director.

The company sells trade receivables without recourse
through its wholly owned, bankruptcy-remote subsidiary,
FMC Funding Corporation. This subsidiary then sells the
receivables to a securitization company under an accounts
receivable financing facility on an ongoing basis. These
transactions resulted in reductions of accounts receivable of
$79.0 million and $113.0 million at December 31, 2001 and
2000, respectively. Net discounts recognized on sales of
receivables are included in selling, general and administrative
expenses in the consolidated statements of income and
amounted to $0.8 million, $0.2 million and $1.6 million for
the years ended December 31, 2001, 2000 and 1999,
respectively. The agreement for the sale of accounts receivable
provides for continuation of the program on a revolving
basis expiring in November 2002.

NOTE 19 COMMITRMENTS AND CONTINGENT LIABILITIES

FMC leases office space, plants and facilities, and various
types of manufacturing, data processing and transportation
equipment. Leases of real estate generally provide for
payment of property taxes, insurance and repairs by FMC.
Capital leases are not significant. Rent expense under
operating leases amounted to $13.0 million, $17.7 miltion
and $20.5 million in 2001, 2000 and 1999, respectively. Rent
expense is net of credits (received for the use of leased
transportation assets) of $20.6 million, $18.6 million and
$20.4 million in 2001, 2000 and 1999, respectively.

Minimum future rentals under noncancelable leases aggregated
approximately $199.9 million as of December 31, 2001 and
are estimated to be payable as follows: $25.8 million in
2002, $24.9 million in 2003, $23.3 million in 2004, $22.7
million in 2005, $17.4 million in 2006 and $85.8 million
thereafter. Minimum future rentals for transportation assets
included above aggregated approximately $145.9 million,
against which the company expects to continue to receive
credits to substantially defray its rental expense.

In connection with the finalization of Astaris’ external
financing agreement during the third quarter of 2000, FMC
provided an agreement to lenders of Astaris under which the
company has agreed to make equity contributions to Astaris
sufficient to make up one half of any short-fall in Astaris
earnings below certain levels. Astaris earnings did not meet
the agreed levels for 2001 and the company does not expect
that such earnings will meet the levels agreed for 2002. The
company contributed $31.3 million to Astaris under this
arrangement in 2001 and expects to contribute a similar
amount in 2002. The proportional amount of Astaris indebt-
edness subject to this agreement from FMC at December 31,
2001 was $111.9 million.

In October 2000, the company announced an agreement
to settle a lawsuit related to its discontinued Defense
Systems business. As a result, the company recorded $65.7
million (net of income taxes of $14.3 million) in its results
of discontinued operations during the gquarter ended
September 30, 2000. After receiving approval from the DOJ
and the U.S. District Court, the company paid approximately
$80.0 million to settle the lawsuit in January 2001.

The company provides guarantees to financial institutions on
behalf of certain Agricultural Products customers, principally
in Brazil, for their seasonal borrowing. The customers’
obligations to FMC are largely secured by liens on their crops.
Losses under these programs have been minimal. The total of
these guarantees were $56.0 million recorded on the consolidated
balance sheets as “Guarantees of Vendor Financing” at
December 31, 2001 and $51.8 million at December 31, 2000.

The company also provides guarantees to financial
institutions on behalf of certain Agricultural Products
customers in Brazil to support their importation of third
party agricultural products. This guarantee program was
implemented in 2001 and guarantees at December 31, 2001
were $10.0 million.

The company also has certain other contingent liabilities
arising from litigation, claims, performance guarantees and
other commitments incident to the ordinary course of business.
Management believes that the ultimate resolution of its
known contingencies will not materially affect the consolidated
financial position, results of operations or cash flows of FMC.




NOTE 20 BUSINESS SEGMENT AND GEQGRAPHIC DATA

(In millions)

Year Ended December 31 2001 2000 1999 1998 1997
Revenue

Agricultural Products $ 6531 $ 6647 $ 6324 $ 6478 $ 637.6
Specialty Chemicals 472.0 488.8 564.5 598.2 604.8
Industrial Chemicals 822.0 905.6 1,141.3 1,138.4 1,012.0
Eliminations (4.3) 8.8) (17.7) (27.5) (27.0)
Total $1,043.6 $20503 $2,3205 $2,3569 $2,227.4

Income (loss) from continuing operations before
income taxes and cumulative effect of changes
in accounting principle

Agricultural Products $ 728 $ 878 $ 643 $ 763 $ 351
Specialty Chemicals 87.5 92.4 73.5 77.9 77.2
Industrial Chemicals 72.6 114.5 144.4 117.5 135.7
Segment operating profit® 232.9 294.7 282.2 2717 248.0
Corporate (36.3) (36.2) (41.3) 48.7) (46.3)
Other income and expense, net (1.6) 9.6 9.3 7.1 2.6

Operating profit before gains on divestitures
of businesses, asset impairments, restructuring

and other charges, and net interest expense 195.0 268.1 250.2 230.1 204.3
Gains on divestitures of businesses® - - 55.5 ~ -
Asset impairments® (323.1) (10.1) (23.1) - (197.0)
Restructuring and other charges® (280.4) (35.2) (11.1) - (13.0)
Net interest expense® 64.4) (64.2) (76.4) (75.3) (71.6)
Total $ (4729) $ 1586 $ 1951 % 1548 $ (77.3)

Business segment results are presented net of minority interests, reflecting only FMC’s share of earnings. The corporate line
primarily includes staff expenses, and other income and expense consists of all other corporate items, including LIFO inventory
adjustments and pension income or expense.

(9) Results for all segments are net of minority interests in 2001, 2000, 1999, 1998 and 1997 of $2.3 million, $4.6 million, $5.1 million, $6.2 million
and $8.9 million, respectively, the majority of which pertain to Industrial Chemicals.

(2) Gains on divestitures of businesses in 1999 (Note 5) relate to the process additives ($35.4 million) and bioproducts ($20.1 million) operations,
both of which are attributable to Specialty Chemicals.

(3) Asset impairments in 2001 related to Industrial Chemicals ($224.2 million) and Specialty Chemicals ($98.9 million). Asset impairments in 2000 are related
to Specialty Chemicals ($1.1 million) and Industrial Chemicals ($9.0 million). Asset impairments in 1999 are related to Specialty Chemicals ($14.7 million)
and Industrial Chemicals ($8.4 million). Asset impairments in 1997 are related to Agricultural Products ($9.0 million), Specialty Chemicals ($62.0 million)
and Industrial Chemicals ($126.0 million). See Note 6.

(4) Restructuring and other charges in 2001 are related to Industrial Chemicals ($247.9 million}, Corporate ($17.5 million), Agricultural Products
($12.5 million) and Specialty Chemicals ($2.5 million). Restructuring and other charges in 2000 are related to Specialty Chemicals ($1.8 million),
Industrial Chemicals ($33.1 million} and Corporate {$0.3 million). Restructuring and other charges in 1999 are related to Agricultural Products ($5.1 million),
Specialty Chemicals ($1.3 million), Industrial Chemicals ($0.6 million) and Corporate ($4.1 million). Restructuring and other charges in 1997 are related
to Agricultural Products ($13.0 million). See Note 7,

(5) Net interest expense in 2001 and 2000 includes the company's share of interest expense related to the external financing of Astaris of $6.1 million
and $2.4 million, respectively. The equity in eamings of Astaris, excluding restructuring charges, is included in Industrial Chemicals.
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(tn millions)
December 31 2001 2000 1999 1998 1997
Operating capital employed”
Agricultural Products $ 5855 $ 4903 $ 5520 $ 5673 % 5039
Specialty Chemicals 561.4 661.2 652.9 638.8 642.8
Industrial Chemicals 477.9 715.2 818.0 740.8 7317
Total operating capital employed 1,604.8 1,866.7 2,022.9 1,946.9 1,878.4
Segment liabilities included in total )

operating capital employed 669.5 580.9 559.3 514.0 583.7
Corporate items 202.9 (23.6) (65.6) 40.4 87.3
Assets of continuing operations 2,477.2 2,424.0 2,516.6 2,501.3 2,549-4
Net assets of Technologies® - 637.7 722.2 818.1 789.4
Total assets $ 24772 $ 3,067 $ 3,2388 $ 33194 $ 13,3388
Segment assets?
Agricultural Products $ 855 $ 7389 $ 7351 $ 7023 $  697.0
Specialty Chemicals 619.4 724.3 732.6 722.8 723.6
Industrial Chemicals 7890.4 984.4 1,114.5 1,035.8 1,041.5
Total segment assets 2,274.3 2,447.6 2,582.2 2,460.9 2,462.1
Corporate items 202.9 (23.6) 65.6) 40.4 87.3
Assets of continuing operations 2,477.2 2,424.0 2,516.6 2,501.3 2,549.4
Net assets of Technologies® - 637.7 722.2 818.1 789.4
Total assets $ 24772 $ 30607 $ 3,2388 $ 3,3194 $ 3,3388

(1) Company management views operating capital employed, which consists of assets, net of liabilities, reported by the company’s operations
(and excludes corporate items such as cash equivalents, debt, pension liabilities, income taxes and LIFQ reserves), as its primary measure of segment capital.

(2) See Note 2.

(3) Segment assets are assets recorded and reported by the segments, and are equal to segment operating capital employed plus segment liabilities. See Note 1.

(in millions) . . Depreciation Research &
Capital Expenditures & Amortization Development Expenses

Year Ended December 31 2001 2000 1999 2001 2000 1999 2001 2000 1999
Agricultural Products $ 206 $ 218 $ 366 $ 280 % 261 $ 231 S$7ya5 $66.7 $ 609
Specialty Chemicals 28.1 39.2 40.0 34.6 34.8 36.7 15.9 19.1 21.2
Industrial Chemicals 87.3 126.0 115.5 60.5 62.9 63.4 11.4 12.0 18.5
Corporate 8.6 10.3 3.3 8.5 6.0 5.3 - - -
Total S145.6 $197.3 $195.4 S132.6 $1298 $1285 $998 $978 $ 1006




Geographic Segment Information Revenue
(In millions)

Year Ended December 31 2001 2000 1999

Third party revenue (by location of customer):

United States $ 8824 $ 965.5 $ 1,167.3
All other countries 1,060.9 1,084.8 1,153.2
Total revenue $ 1,043.0 $ 2,050.3 $ 2,320.5

Long-lived Assets

(In millions)

December 31 2001 2000
United States $ 846.5 $ 1,095.1
All other countries 406.4 437.0
Total long-lived assels $ 1,252.9 $ 1,532.1

NOTE 22 QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

(In millions, except per share data and common stock prices)

2001 2000

st Qtr.  2nd Qtr.  3rd Qtr. 4th Qir 1st Qtr.  2nd Qtr.  3rd Qtr. 4th Qtr.

Revenue $ 4472 $ 5232 $4828 S 4898 $5617 $515.7 $505.9 34670

tncome (loss) from continuing
operations before minority
interests, net interest expense
and income taxes 34.6 (428.3) 30.8 (49.4) 54.2 42.7 76.4 51.7

Income (loss) from continuing operations  14.4 (208.9) 13.9 (35.7) 28.0 24.5 43.6 29.5

Income (loss) from discontinued
operations, net of income taxes (40.0) (c.9) 7-4 3.0 4.8 13.5 (53.8) 20.5

Cumulative effect of change
in accounting principle,

net of income taxes (0.9) - - — — - - -
Net income (loss) $ (26.5) $(299.8) $ 213 $ (32.7) $ 328 $ 380 $ (102) $ 500
Basic net income (loss) per

common share® S (086) $ (962) $ 068 S (204) $ 108 $ 125 $ (0.34) $ 164
Diluted net income (loss) per
common share® S (086) S (962) S 066 S (2.04) $ 105 $ 120 3 (0.32) $ 157

Weighted average shares
outstanding:

Basic 30.8 31.2 31.2 31.3 30.4 30.4 30.4 30.6

Diluted 30.8 3.2 32.0 31.3 31.3 31.5 31.6 31.8
Common stock prices:

High $43.8864 $41.3731 $36.6769 $31.3459 $34.6717 $38.3788 $415043 $44.4482

Low $35.9751 $35.6328 $24.6612 $24.6244 $27.1486 $32.8909 $33.9267 $38.2334

Significant transactions that affected quarterly results in 2001 and 2000 are described in Notes 1, 3, 4, 6 and 7.

(1) The sum of quarterly earnings per common share may differ from the full-year amount due to changes in the number of shares outstanding during the year.
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{in millions, except per share amounts)
Summary of Eamings

2001 2000 1999 1998 1997
Revenue $1,943.0 $2,0503 $23205 $23569 $2,2274
Costs and expenses:
Cost of sales and services 1,408.7 1,450.9 1,691.6 1,738.7 1,585.7
Selling, general and administrative 243.3 2313 273.0 274.9 301.2
Research and development 99.8 97.8 100.6 107.0 127.3
Gains on divestitures of businesses - - (55.5) - -
Asset impairments 323.1 10.1 23.1 — 197.0
Restructuring and other charges 280.4" 35.2 11.1 — 13.0
Total costs and expenses 2,355.3 1,825.3 2,043.9 2,120.6 2,224.2
Income (loss) from continuing operations before minority
interests, net interest expense and income taxes $ (412.3) $ 2250 $ 2766 $ 2363 % 3.2
Minority interest 2.3 4.6 5.1 6.2 8.9
Net interest expense 58.3 61.8 76.4 75.3 71.6
income (loss) from continuing operations before income taxes  $ (472.9) $ 1586 $ 1952 $ 1548 % (77.3)
Provision (benefit) for income taxes (166.6) 33.0 36.4 37.7 (42.9)
Income (loss) from continuing operations S (306.3) $ 126066 $ 1587 $ 1171 $  (34.4)
Discontinued operations, net of income taxes (30.5) (15.0) 53.9 25.5 201.3
Cumulative effect of change in accounting principle,
net of income taxes (0.9) - — (36.1) (4.5)
Net income (loss) $ 337.7) § 1106 $ 2126 $ 1065 $ 1624
After-tax income from continuing operations
excluding special income and expense items,
and before cumulative effect of change
in accounting principle®® § 996 $ 1535 $ 1320 $ 171 $ 937
Share data
Average number of shares — basic 31.052 30.439 31516 34.007 36.805
Average number of shares — diluted 31.052 31.576 32.377 34.939 36.80¢
Basic eamings (loss) per share
Continuing operations $ ©@85) $ 413 $ 504 $ 344 $ (0.94)
Discontinued operations (0.98) (0.49) 1.71 0.75 5.47
Cumulative effect of change in accounting principles (0.03) - — (1.06) (0.12)
$ (10.86) 3.64 6.75 3.13 4.41
Diluted eamings (loss) per share
Continuing operations $ (©85) $ 397 $ 490 $ 335 $ (0.94)
Discontinued operations (c.98) (0.47) 1.67 0.73 5.47
Cumulative effect of changes in accounting principle (0.03) - — (1.03) (0.12)
$ (t08) $ 350 $ 657 $ 305 $ 44
Other information
After-tax income per share from continuing operations
excluding special income and expense items®”®
Basic $ 320 $ 505 $ 419 $ 344 % 254
Dituted 3.20 4.86 4.08 3.35 2.53
Capital expenditures $ 1456 $ 1973 $ 1954 $ 2070 $ 2504
Depreciation and amortization expense 1316 129.8 128.5 148.9 176.1

(1) Income from continuing operations excluding special income and expense items and income per share from continuing operations excluding special income
and expense items are not measures of financial performance under generally accepted accounting principles and should not be considered in isolation from, or as
a substitute for, income from continuing operations, net income or eamings per share determined in accordance with generally accepted accounting principles, nor

as the sole measure of the company’s profitability.

(2) Summary of Special lncome (Expense) ltems

(In millions)

Year Ending December 31 2001 2000 1999 1997
Pre-tax basis
Asset impairments $ (323.4) $ (101) $ (231) $ (97.0)
Restructuring and other charges (280.4) (35.2) (11.1) (13.0)
Gains on divestitures of businesses - - 55.5 -~
Total special income (expense) items, pre-tax (603.5) (45.3) 21.3 (210.0)
After-tax basis
Total special income (expense) items, net of income taxes  $ {(405.9) $ (279) $ 267 $ (128.1)




Independent Auditers’ Report

The Board of Directors and Stockholders, FMC Corporation:

We have audited the accompanying consolidated balance sheets of FMC Corporation and consolidated subsidiaries as of
December 31, 2001 and 2000, and the related consolidated statements of income, cash flows and changes in stockholders’
equity for each of the years in the three-year period ended December 31, 2001. These consolidated financial statements are
the responsibility of the company's management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of FMC Corporation and consolidated subsidiaries as of December 31, 2001 and 2000, and the results of their operations
and their cash flows for each of the years in the three-year period ended December 31, 2001 in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Note 1 to the consolidated financial statements, the company changed its method of accounting for derivative
instruments and hedging activities in 2001.

KPre UP

KPMG LLP
Philadelphia, Pennsylvania
February 14, 2002

Management’s Report on Financial Statements

The consolidated financial statements and related information have been prepared by management, who are responsible for
the integrity and objectivity of that information. Where appropriate, they reflect estimates based on judgments of management.
The statements have been prepared in conformity with accounting principles generally accepted in the United States. Financial
information included elsewhere in this annual report is consistent with that contained in the consolidated financial statements.

FMC maintains a system of internal control over financial reporting and over safeguarding of assets against unauthorized
acquisition, use or disposition which is designed to provide reasonable assurance as to the reliability of financial records and
the safeguarding of such assets. The system is maintained by the selection and training of qualified personnel, by establishing
and communicating sound accounting and business policies, and by an internal auditing program that constantly evaluates the
adequacy and effectiveness of such internal controls, policies and procedures.

The Audit Committee of the Board of Directors, composed of directors who are not officers or employees of the company,
meets regularly with management, with the company’s internal auditors, and with its independent auditors to discuss their
evaluation of internal accounting controls and the quality of financial reporting. Both the independent auditors and the internal
auditors have free access to the Audit Committee to discuss the results of their audits.

The company’s independent auditors have been engaged to render an opinion on the consolidated financial statements.
They review and make appropriate tests of the data included in the financial statements.

lrtor BT A bmoed

W. Kim Foster Graham R. Wood
Senior Vice President Vice President
and Chief Financial Officer and Controller

Philadelphia, Pennsylvania
February 14, 2002
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Subsidiaries and Affiliates in Other Nations

Argentina

Minera Del Altiplano S.A.
Australia

FMC Chemicals (Australia) Ltd.
Belgium

FMC Chemical S.p.r.l.
Brazil

FMC Quimica do Brasil Limitada
Canada

FMC of Canada Limited
Chile

Neogel S.A.
China

Suzhou Fu Mei-Shi Crop Care Company, Ltd.
Czech Republic

F&N Agro Ceska Republica, spol s.r.o.
Denmark

FMC A/S
France

FMC BioPolymer S.A.

FMC France S.A.
Germany

FMC BioPolymer GmbH

FMC Germany GmbH

Heng Kong

FMC Asia Pacific, Inc.
India

FMC India Private Limited
Indonesia

P.T. Bina Guna Kimia Indonesia
Ireland

FMC Chemicals International, AG
ltaly

FMC Chemicals Italy srl.
Japan

Asia Lithium Corporation

FMC Chemicals KK

Honjo-FMC Energy Systems, Inc.

L.H. Company, Ltd.
Korea

FMC Korea Ltd.
Malaysia

FMC Chemicals (Malaysia) Sdn. Bhd.
Mexico

Electro Quimica Mexicana, S.A. de C.V.

FMC Agroquimica de Mexico S.A. de C.V.

FMC Alimentos S.A. de C.V.

FMC Ingredientes Alimenticios S.A. de C.V.
The Netherlands

FMC Industrial Chemicals (Netherlands) B.V.
Norway

FMC BioPolymer AS

Pakistan
FMC United (Private) Limited

Philippines

Marine Colloids Philippines, Inc.
Poland

FMC Corporation Poland

F&R Agro Sp. z.0.0.
Singapore

FMC Singapore Pte. Ltd.
Slovak Republic

F&N Agro Slovensko, spol s.r.o.
South Africa

FMC Chemicals (PTY) Ltd.
Spain

Commercial e Industrial de Productos Quimicos, S.A.

FMC Foret, S.A.

Forel, S.L.

Foraneto, S.L.

Forsean, S.A.

Minas El Castellar, S.L.

Peroxidos Organicos, S.A.

Sibelco Espanola, S.A.
Switzerland

FMC Agricultural Products International AG

FMC Chemicals International, AG
Thailand

FMC Chemicals (Thailand) Limited

Thai Peroxide Company, Ltd.
Turkey

FMC BioPolymer A/S
United Kingdom

FMC Chemicals Limited

Venezuela
Tripoliven, C.A.

Major Operating Units

Agricultural Products
Agricultural Products
Specialty Products Business

Specialty Chemicals
FMC BioPolymer
Lithium

Industrial Chemicals
Active Oxidants
Alkali
FMC Foret, S.A.

Hydrogen Peroxide
Astaris, LLC, a joint venture

Execulive Offices

FMC Corporation

1735 Market Street
Philadelphia, PA 19103
www.fmc.com

ltalicized brand names used throughout this report are the trademarks of FMC Corporation or its subsidiaries. ©2002 FMC Corporation.
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Stockholder Data

Annual Meeting of Stockholders
FMC’s annual meeting of stockholders will be held at 2 p.m. on Tuesday, April 23, 2002,
at the Top of the Tower, 1717 Arch Street, 51st Floor, Philadelphia, PA 19103.

Notice of the meeting, together with proxy materials, will be mailed approximately 40 days
prior to the meeting to stockholders of record as of March 1, 2002.

Transfer Agent and Registrar of Stock
Shareholder Communications
Computershare Investor Services, LLC
P.0. Box A3504

Chicago, IL 60690-3504

Questions concerning FMC common stock should be sent to the above address,
or call 1(877) 360-5143.

Stock Exchange Listing
New York Stock Exchange
Pacific Stock Exchange
Chicago Stock Exchange

Stock Exchange Symbol
FMC

form 10-K

A copy of the company’s annual report to the Securities and Exchange Commission
on Form 10-K for 2001 is available upon written request to:

FMC Corporation
Communications Department .

1735 Market Street
Philadelphia, PA 19103

FMC was incorporated in Delaware in 1928.

FMC Annual Report
Design, Waldinger Creative; Printing, French Bray.

©2002 FMC Corporation
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